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     Summary  
 
Convergence among telecommunication, computing, the media and the development of 
technologies associated with the Internet have brought Information and Communications 
Technologies (ICT) in the forefront of social decision making. Public policy makers in 
order to foster private investments prefer to join the bandwagon by deregulating existing 
telecommunication systems. But in this race, as usual, some countries have fallen back 
and being marginalised from the prospects of growth and development due to lack of 
access. These wide ranging disparities in access to ICT services, popularly known as 
‘Digital Divide’ are concern for policy makers throughout the world.  
 
While development of road and transport system has been well documented as economic 
facilitators, telecommunication as a tool for poverty alleviation is still to get into the right 
limelight. The interdependence between telecommunication and social development in 
the rural sector along with the equitable distribution of benefits of telecom services were 
the two main objectives of this research.  
 
The rural telecom service in Bangladesh, pioneered by Grameen Telecom, is the main 
focus of this research. The village phone (VP) system organized by Grameen Bank 
through its micro-credit schemes is claimed to be the first instance of any NGO involved 
in rural telecom development through a franchisee system. The objectives of the 
Grameen VP system were mainly twofold. First, franchise members, predominantly 
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women, will earn their living by selling telecom services and second, villagers would 
benefit by purchasing these services. It is also a step outside the conventional 
empowering mechanisms of farm related activities prevalent in most of the development 
projects in south Asia. The VP system propelled by the village women thus is another 
positive deviation from conventional methods of rich growing richer by taking advantage 
of new technologies. The decentralization of wealth and power in the rural sector of 
Bangladesh initiated by the VP system forms a part of this research as well. 
 
The phone income was a substantial amount compared to other family incomes. The VP 
system has improved the status of these women, particularly in family and social 
decision-making. Village Phone system saves its users both time and money resulting in a 
consumer surplus gained with the introduction and adoption of ICT through this shared 
mechanism.  
 
The Village Phone system has offered its members access to negotiate and control 
positions in the household. They maintain some level of control over their assets and 
incomes as well. Many of the franchisee members confirmed that the phone has brought 
them more respect in society these days. From almost a zero identity these ladies are 
getting a special identity in their own localities. They are all better known to the people in 
the locality. 
 
Politicians and local elites initially also created some problems. They as usual, wanted 
their pie of the cake. If Grameen had given them the franchisee based on conventional 
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franchisee systems it would have been the greatest blunder. The normal franchisee model 
would have widened the digital divide that is already prevalent in most of the developing 
world. 
 
The VP system is definitely not the final step in fighting gender subordination. Raising 
consciousness or organizing platforms for women’s rights are important issues in any 
rural movement but shifting the source of income in favour of women is definitely a step 
in the right direction. Grameen is not a political organization. It is only a development 
initiative; an intervention into the lives of the rural women. 
 
In post Industrial society telephones are no more considered as consumer goods but tools 
for facilitating private and commercial communications. It is no more a utility reserved 
for the rich and the wealthy only. Technology has brought it down to the rugged hands of 
the poor as well. Decision makers throughout the world, therefore, need to rethink and 
restructure various policy related issues. Rural development projects targeted towards 
poverty alleviation are possible if we can bring the rural poor from the fringes to the 
centre of the activity. Interestingly, instead of giving subsidies, the concept of shared 
resources seems a better option. Finally, the research shows some distinct departures 
from traditional rural development projects. The benefits of technological developments 
all these days have put the wealthy in commanding positions. But with proper planning 
and efforts in implementations telecom projects can empower the poor as well.  
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The developments in the diffusion and application of Information and Communication 
Technologies (ICTs) have a massive impact on the global economy. New technologies in 
the fields of product miniatur ization, powerful software and affordable prices have 
contributed much in the diffusion of ICTs in all the developed countries. According to 
some experts, however, the sluggish growth in economy for many of the developing 
countries has been due to lack of specific ICT strategies, low-levels of personnel, poor 
infrastructure and meager investments (ATAS, 1995). But for many of the developing 
countries for the first time ICT is considered as an opportunity to leapfrog by investing 
judiciously and pursuing some pragmatic policies in implementing necessary 
infrastructure, providing the necessary institutional support and in building up the right 
manpower (ATAS, 1995). 
 
According to a report from World Bank (2002) “Countries with pervasive information 
infrastructures that use innovative information technology applications, possess 
advantages for sustained economic growth and social development”.  The report further 
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enumerates that exploiting new tools of knowledge economy will offer better 
opportunities, security and empowerment of the poor people. 
It is argued that providing access to ICT in rural areas gives the rural poor business 
opportunities by bypassing middlemen. In addition, by dealing directly with the suppliers 
better price can be ascertained. Reducing unnecessary travel can also have improved 
efficiency in rural business. Rural areas also face the challenges of isolated communities 
with low population densities spread out over a large area. ICT investments are generally 
not viable in such surroundings. But new technologies in mobile communications have 
the potential to overcome some of these bottlenecks in the appropriate contexts. 
 
Diffusion of information technology should be viewed in conjunction with the 
developments in the telecommunications technology as well. Information technology 
helps in processing a huge lot of information. But without developments in telecom, 
particularly in mobile telecommunications, this information could never be distributed to 
the remote locations with such ease. So the combination of information technology and 
communications technology ultimately has enhanced the efficiency of our economy.  
 
Information in its various forms is a valuable resource for developmental studies. 
‘Knowledge is power’ (Stigler, 1998) and there is hardly any scope to ignore this 
information and/or knowledge in modern world. Availability of information particularly, 
to the neglected and deprived population of mankind is an equally important focus of 
research. Academicians have been dwelling with the idea whether right information can 
really ameliorate poverty. Development of infrastructure has, therefore, been an 
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important concern for bringing different economic agents closer to each other for 
meaningful interactions. Economic participation, many believe, would improve  overall 
economic growth (Bayes et.al, 1999).  
 
While development of road and transport system has been well documented as economic 
facilitators, telecommunication as a tool for poverty alleviation until recently had not 
received adequate attention of policy makers in developing countries. In most of south 
Asia, telecommunication is still viewed more as a consumer item used by relatively 
wealthy people (Bayes, et. al, 1999). During the World Summit held at Geneva, 2003 
participants reaffirmed that access to Information and Communications Technology is the 
essence of development and should be viewed as a primary objective in all policy 
decisions (World Summit, 2003). 
 
There is certain interdependence between telecommunication and social development in 
the rural sector. Digital divide is a common phenomenon in post-industrial society. A 
recent survey conducted by NUA (2002) reports that approximately 605.60 million 
people had access to the internet as on September, 2002. 
Table 1.1 Worldwide Internet Access, 2002 
Region Access to Internet, 
million 
Region Access to Internet, 
million 
World Total 605.60 Europe 190.91 
Africa 6.31 Middle East 5.12 
Asia/Pacific  187.24 Canada 182.67 
Source: NUA Internet Survey. 
Asia presents a stark contrast with regards to ICT adoption. At one end there is South 
Korea which is one of the leading broadband users in the world. Taiwan, Japan and 
Singapore have their own positions as well in the world map of ICT adoption. But Asia 
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also includes countries like Afghanistan, Myanmar and North Korea which lack the right 
adoption statistics for any meaningful comparison. Bangladesh in this respect is an 
interesting study. The concept of Grameen Village Phone system in Bangladesh is a new 
technology adoption mechanism, which is considered unique in many respects is the 
focus of this research. 
 
The rural telecom service in Bangladesh, pioneered by Grameen Telecom, is the main 
focus of this research. The village phone (VP) system organized by Grameen Bank 
through its micro-credit schemes is claimed to be the first instance of any NGO involved 
in rural telecom development through a franchisee system. The objectives of the 
Grameen VP system were mainly twofold. First, franchise members, predominantly 
women, will earn their living by selling telecom services and second, villagers would 
benefit by purchasing these services. It is also a step outside the conventional 
empowering mechanisms of farm related activities prevalent in most of the development 
projects in south Asia. The VP system propelled by the village women thus is another 
positive deviation from conventional methods of rich growing richer by taking advantage 
of new technologies. Narrations comprising the experiences of the women involved in the 
VP system form a major part of this study. Some of the indicators that provide rough 
picture of Bangladesh’s telecom sector are provided in Table 1.2 (Richardson, 2000: 40). 
Table 1.2 Some Indicators for Bangladesh Telecom, 2000 
Indicators  Details 
Telephone density 0.26 lines per 100 people 
Waiting time for connections 10 years 
Installation charges US$ 450.00 
Calling charge to the UK US$ 1.50 per minute (this is six times 
higher than the charge for calling 
Bangladesh from the UK)  
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Complaints  50 complaints per 100 lines per year 
 
1.2 Research Questions  
 
This research asks the following questions: 
· This research would like to study existing secondary documents and review the 
actual position of the Village Phone system based on fieldwork in Bangladesh and 
observe how far its benefits have been successful in bringing in economic well 
being to the franchisee members of Grameen Telecom. 
· The study would also like to find out how far the Village Phone system is 
sustainable to face the market competitions. 
· Finally, the study would like to find out some dimensions of the interactions of 
new technology in existing social systems through the expressions of the 
members of Village Phone system. 
 
The Village Phone (VP) system like any other technology-human interaction is an 
intervention in the existing societal structures of rural Bangladesh. But how far does this 
question help to influence the rural poor in Bangladesh to accept and actively engage 
themselves with this new intervention? With the prevalent resource base, can mobile 
phones generate enough interests towards its long-term viability? And finally, the VP 
system is based on the unique concept of shared resources. How do the villagers accept 
this concept of sharing the same device has also been an object of inquiry. In this 
research, we would touch upon some of these aspects based on field observation. 
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1.3 Analytical Issues 
 
The VP system has been pioneered by Grameen Telecom, a non-profit organization. But 
its shares are being held by Grameen Phone, which is a for-profit organization. So the 
whole structure of the VP system does not fall into any of the conventional category of 
state, market or civil society organization. The analysis of the VP system therefore, 
would be viewed from the point of modern development theory, seeking to explain the 
social and economic transformation in rural Bangladesh as well as on the political and 
social interpretations of the whole shared concept of mobile phones. 
 
From the perspective of convent ional development theory, several questions may be 
perplexing. For example,  
· In a society where telephones, till recently, were considered as ‘rich man’s tool’, 
how could the poor and illiterate women comfortably use it for running 
businesses?  
· There was bound to be some resistance when the poor women were coming to 
such social prominence. Wouldn’t this conflicting situation upset the functioning 
of the program? 
· Grameen Bank had already been active in most of these villages. The VP ladies 
were selected based on their performance with Grameen Bank loans. Was this 
enough background to start the whole franchisee business? Did Grameen realize 
any serious limitations in its planning and execution of the whole project? 
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· The franchisee members have very little say in the regular functioning of the VP 
project. Are they happy with the present structure? Do they have avenues to vent 
out their grievances, if any? 
 
These questions have been addressed by Grameen Telecom in its program 
implementation. Nevertheless, there are critical gaps and pitfalls that need to be 
addressed. In this research we would try to identify such issues of critical importance 
affecting the sustainability and viability of the project.  
 
1.4 Research Methodology  
 
Any social research can broadly be classified as qualitative or quantitative method 
although there is a highly probable overlapping interface in between. There are two major 
theoretical perspectives dominant in social science research, e.g., positivism and 
phenomenology. While positivism seeks the causes of social phenomena outside the 
subjective attributes of individuals, phenomenologists prefer to understand social events 
from the actors’ point of view (Taylor and Bogdan 1984:2).  
 
As the two groups, positivists and phenomenologists approach the ensuing problems in 
different ways, it is obvious that their research demands different methodologies. The two 
broad approaches explained in Taylor and Bogdan (1984) are that positivists search 
causes through methods like questionnaires, inventories to produce statistical data. But 
phenomenologists try to understand the same through qualitative methods like participant 
observation, in-depth interviewing to produce descriptive data. In short, “positivists adopt 
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Glaser and Strauss (1967:15) in their classic work on ‘grounded theory’ discussed the 
‘the clash’ between the advocates of qualitative and quantitative methods. The debate 
was mainly “on the primacy of emphasis on verification or generation of theory” (Hayes, 
1966). But after World War II quantitative researchers were quite successful in producing 
accurate evidence and in translating theoretical concepts. The qualitative researchers on 
the other hand “tried to systematize the ways they collected, assembled and presented 
qualitative materials” (Glaser and Strauss, 1967:16). The race for systemization 
ultimately put pressure on all researchers to clarify and codify their research operations, 
no matter what method they adopt. 
 
Patton (1987:45) acknowledged that there is hardly any perfect research design. There is 
bound to have certain trade-offs. Limits of resources, time and money have to be 
accepted as a factor in the complex nature of most social reality. 
 
According to Hayes (1996) the selection between qualitative and quantitative research 
method is based on the decision of the breadth or depth of the study. Studying more 
questions with less depth is generally favoured with quantitative methods. But studying 
few issues but in great depth and detail demands a qualitative approach. In a quantitative 
approach reactions of great many people can be obtained on a limited set of questions, 
which can be compared with some statistical tool. This definitely yields a broad 
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generalizable set of results. Qualitative methods on the other hand provide a wealth of 
rich data about a small number of respondents.  
 
Actual data collection in a qualitative approach can be done in three main ways, e.g., in-
depth interview, direct observation and written documents (Patton 1987:7). The in-depth 
interview is different from more standardized questionnaires in structured surveys. These 
are more open-ended flexible interviews, which offer a wealth of information. The 
interview guide is not a structured protocol but serves the researcher to ask the same 
questions about certain aspects of the research (Taylor and Bogdan, 1984:92).  
 
Despite all these advantages the qualitative approach has its own limitations as well. The 
primary problem is the degree of objectivity in the overall method as the subjective 
nuances of the researcher might influence the flow of events at any point in time. The 
construction of questions itself is a concern where subjectivity can creep in. The small 
sample size is another point of concern in qualitative research due to its limitation in 
generalizing the data. 
 
The objective of selecting a methodology for any research should not be restricted within 
the domain of a single methodology but to apply different methodologies to support the 
various aspect of the study. The idea of this research was to talk to the people directly 
involved or affected by the new initiative.  
 
It has been argued that instead of compartmentalizing qualitative and quantitative 
research methodologies, combining these intelligently is a better pragmatism in social 
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science research (Patton, 1987). It becomes more durable and reflects results more 
accurately. It also helps to triangulate results in meaningful manners. The basic contrast 
between these two methods however needs a little elaboration. Data processing 
procedures in quantitative analysis requires more ordinal data amenable to statistical 
analysis. But in qualitative methods appreciation of the wider perspectives and culture 
becomes dominant. The respondents in this case are being elevated from the stage of 
mere objects with measurable behavioural characteristics to the level of ‘actors’, whose 
actions need proper interpretations and valued judgments. Analyzing social processes 
often demands in-depth thinking and recollection of happenings which a mere 
quantitative affirmation or negation might fail to investigate. Further, in most of the 
social research individual respondents become part of the social organization they belong 
to. Patton (1987: 23) mentioned that certain research methods go well with qualitative 
methodologies.  According to him a research methodology should help the researcher in 
finding the strength and weakness of the programme along with the factors that make it 
an on-going process. Finally, qualitative approach based on semi-structured questions 
was selected in this study because it is more exploratory in nature. It’s the respondents’ 
own personal views on his/her surroundings. He/she is the agent and the agent itself is  
defining the actions of the agency. Within the limitations of this present study this 
method was thought of as the best possible methodology to tackle the given research 
questions. 
 
Nevertheless, qualitative research is often criticized for being impressionistic and non-
verifiable. Absolute care was taken at the data collection stage to be open and sensitive to 
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accept new ideas emanating from the fieldwork, only to study the various inter-
relationships better. In some interviews it was observed that the husbands and other 
family members run the telephone booths from a shop in the market and not the women 
members who owned the franchisee. These anomalies have been clearly mentioned in the 
endnotes of the chapters later. In many of the interviews the statements from the 
interviewees was considered authentic, as there was not enough scope to verify the 
single-shot narratives. This was a definite limitation of the study. But on most of the 
occasions it was beyond the scope of the research to verify all the statements claimed by 
the members. As a result this research claims the general observation of what members 
have to say about Grameen Village phone rather than an analysis of the Grameen 
mechanism. 
 
But within these limitations, this research had to become as systematic as possible as 
well. It was made sure that all the respondents were asked the same questions in the same 
order. The researcher had directly conducted all the 41 interviews with practically no 
interventions form any one, including Grameen’s officials or family members, were 
allowed to intervene in between. However, the researcher had to depend on Grameen 
authorities in selecting the locations of the study based on mutual convenience. But to the 
best of the knowledge and experience Grameen had no intentions to interfere and/or 
manipulate with the sample selection process. Most of the interviews were conducted in 
one-to-one basis without Grameen staff being present.  
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1.5 The Study Region 
 
Dhaka zonal office has eight area offices under its jurisdiction: Gajipur, Dhamrai, 
Singair, Kapasia, Saturia, Manikganj, Sripur and Shibalaya. This research selected 10 
villages for its study from areas of Gajipur, Dhamrai, Kapasia, Saturia and Manikganj. 
Within the villages then 41 shops and homes of franchisee members were randomly 
selected. Table 1.3 gives the sample distribution. 
Table 1.3 Sample Distribution of Interviewees under Dhaka Zonal Office 
Area Offices Villages Date of Interview 
Gajipur (8) Kaligunj (4); Gajipur (4) 24.03.2005 
Dhamrai (9) Savar (4); Kalampur (5) 23.03.2005 
Kapasia (1) Jamalpur (1) 14.03.2005 
Saturia (18) Dhamrai (5); Balia (5); Dhankora (8) 22.03.2005 
Manikganj (5) Dhakuli (2); Garpara  (3) 21.03.2005 
 
 
It is accepted that in qualitative research flexibility forms the nucleus of the whole 
activity. So it depends more on the themes that emerge in the process and how are they 
nurtured within the domain of the research questions. Replicating a previous study 
therefore is seldom possible. What might be of importance is that different qualitative 
studies might tell different parts of a single structure. And that ultimately becomes the 
collective body of knowledge of high scholarly value. 
 
It was an advantage that the researcher could speak Bengali, the spoken official language 
of Bangladesh1. Nevertheless, since the researcher is originally from a neighbouring 
country, India  with a different religion, he had to be very careful in playing with this 
flexibility formula with the village ladies. Since this research was not a typical tick-
marking questionnaire, the researcher had to interact with them on various issues about 
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their families, their well-being and certain aspects of their personal and social 
relationships. He had to be careful on certain political and religious issues as well. But  
since he spoke the same language it was quite easy for him to communicate and 
understand most of the members’ spoken and unspoken gestures. Every care was taken 
not to side with any sensitive individual belief in the whole interview. The idea was to 
remove the veil of a stranger and mix with them in a friendly manner just to show that 
this research has got a professional meaning to it. 
 
Conducting interviews was not only laborious but was fraught with some tricky issues as 
well. In most of the face-to-face interviews detachment and distance structured between 
the interviewer and the interviewee was quite critical. Safe-distancing and non-
participation in interviews was to be ensured in order not to have social constructs in the 
interviews. The researcher preferred not to use too many prompts to influence the 
outcome of the interviews. There were some concerted efforts to ward off any personal 
bias in the interviews as well. But since the researcher speaks the language of 
Bangladesh, women were quite at ease and on many an occasion they were impressed 
that someone from Singapore could speak and understand their language.  
 
In any interview care has to be taken on the subjective meanings of individual statements 
rather than putting all answers in a particular pre-decided format. In the service providing 
franchisee business, like the present study, administering a questionnaire with rating 
scales to mark service level satisfactions or various roles and responsibilities of the 
agencies might not be enough to grasp deep nuances of a social initiative. So a 
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straightforward quantitative analysis using statistical tools for interpretation was avoided. 
The women were asked to talk more about their own perceptions of their daily activities 
and how did they react with Grameen staff or with their customers. A semi-structured 
interview actually helped to explore precisely the gaps and contradictions in their 
functioning better. Another advantage with less structured approach was to tailor 
questions and prompts without much standardized replications. As a result, the researcher 
was able to come across certain quite unexpected discussions, which could not be 
anticipated before the interview. Altogether 41 franchise members were interviewed in 
this survey in different villages on the fringes of the capital Dhaka. All the names of the 
franchisee members have been purposely changed to maintain confidentiality. Details of 
the interviewees are given along with the endnotes in later chapters. 
 
Another important issue in the interviews was the power relations in research (Banister, 
1994). Interviewing had been defined as ‘conversation with a purpose’ (Bingham and 
Moore, 1959). We had to be careful on the ethics and morality aspects of the interviews 
as well as the demand of academic pursuits. Without Grameen’s permission this research 
could not be done. For better understanding, the research could have been carried out in 
different districts and a comparative report could have been prepared. This research was 
restricted within Dhaka Zone itself. Grameen suggested few area offices but the 
researcher decided to select the franchisee members in random. The idea was to have a 
good mix of women against men who operate the booths and the exact locations of the 
booths; in house or in market place. A written copy of the questionnaire was presented to 
Grameen Bank Headquarters at Dhaka. Permission once granted from them was enough 
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to take the researcher to the local GB offices. From the GB local offices the researcher 
went to different shops and houses operating the telephone booths. But the researcher 
preferred to explain in all the interviews beforehand that this was not a Grameen Bank 
sponsored research and care was also taken not to divulge the real names of individual 
interviewees, both franchisee members and Grameen officials, in the final report.  
 
1.6 Chapter Scheme 
 
Chapter 2 following this introduction provides some analytical literature review to 
understand the various pertinent theoretical issues related to the Village Phone system in 
Bangladesh. Access to information is very critical in the emerging global economy. 
Information poverty as a result is yet another blow to the developing countries. The 
situation becomes more critical as the world starts depending more on information and 
communication technologies. How to bridge this gap is a serious concern for 
international policy makers. Is it the market or the government to take the main initiative? 
Or is it both with an active participation from the civil society is the right approach? In 
countries, like Bangladesh, where fixed- line telephone systems remain still dominated by 
state monopoly and waiting time for fixed- line phones is horrendous, cellular phones 
often become a suitable substitute for fixed- lines. This chapter deliberates some of these 
issues with respect to Bangladesh and Grameen initiatives in harnessing new 
technologies for poverty alleviation. 
 
Chapter 3 discusses the complete details of the business model of the village phone 
system analysing the various research questions and deliberating on the issues relevant to 
    25
the system. Grameen Telecom in Bangladesh has introduced telecommunication in the 
rural sector through a novel idea of shared resources, whereby mobile phones are being 
used in a manner similar to PCO arrangements. Popularly known as the Village Phone 
system, this project along with financial, technological and managerial challenges has to 
face serious impediments at social and political levels as well. This section would mainly 
highlight the Village Phone business model and its interactions with its surroundings. 
 
Chapter 4 discusses the final outcomes of the research: the Effects of the Village Phone 
system. Collective actions on the part of women under the able guidance of Grameen 
Bank boost a kind of self-confidence which results in some levels of empowerment 
among the rural women in Bangladesh. Digital communication along with its 
connectedness of the community creates a level of dynamism affecting the overall 
development of our society. It has been observed tha t alterations in communication 
patterns produce complex social and cultural changes. Minimising the negative impacts 
while maximising the positive benefits of such changes in communication patterns have 
been the preoccupation for policy makers. Rural development projects targeted towards 
poverty alleviation are possible if we can bring the rural poor from the fringes to the 
centre of the activity. Interestingly, instead of giving subsidies, the concept of shared 
resources seems a better option in alleviating poverty in rural sectors. This idea has been 
discussed with the Village Phone system initiated by Grameen Telecom in Bangladesh.  
 
Chapter 5 finally draws its conclusion for the whole research. The Village Phone system 
is only an extension of the combination of new information technologies and 
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communications technologies brought to the benefits of the rural population in 
Bangladesh. Telecommunication brings in not only effective methods of communicating 
but also new opportunities, which result in the empowerment of the people. The Village 
Phone is a unique example of offering universal access to poor people in Bangladesh. 
The project is unique because it is a deviation from conventional subsidized initiatives. In 
many of the developing countries this subsidized telecom projects have not been 
sustainable. The rural poor have been brought into a franchisee model in business, which 
ultimately paid its dividends. It is a relatively inexpensive method of offering universal 
access to information resources to the poor communities in Bangladesh so far excluded 
and isolated from the developments of voice communications. 
                                                 
1 Bangladesh had a Language Movement of 1952 to recognize Bangla as a state language. In 1947 when 
the British left the sub continent, Bangladesh was part of Pakistan as East Pakistan. After nine months of 
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Chapter 2  
 





Majority of the developing countries are going through a sweeping revolution; a 
revolution which will have immense implications on not only to the poor people in its 
immediate vicinity but also to the whole world at large. The social and the economic 
forces of modern development along with certain political changes in the Third World 
have started questioning the basic development models and paradigms originating from 
the West; asserting a non-West, non-ethnocentric and indigenous pathways to 
development. 
 
UNDP (1999) report states that the network society is offering lot of information at low 
costs and high speed to selected privileged people while those without connections are 
suffering from the lack of it. Similar concerns have been expressed by other researchers 
(Dertouzos, 1997 and Sachs, 2000). But there are some signs of optimism as well among 
academic researchers. Negroponte (1995) commented that leapfrogging will enable the 
poor countries to catch up with the advanced nations by harnessing the benefits of ICT 
judiciously. It may not be out of context to add that investing heavily in ICT and 
neglecting other developmental needs completely may be counterproductive (Quibria, et. 
Al, 2002).  
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2.2 Digital Divide: Some Analytical Issues 
 
The analytical understanding of the term digital divide grows more complex with every 
new dimension attached to it. There is hardly any single definition of this term. It has, 
however, been defined as, “there exists some gap in ICT adoption and access between 
developed nations, cultures, and communities and their lesser developed counterparts; 
and each nation, culture, and community faces its own internal levels of information 
poverty” (Gebremichael and Jackson, 2006).  
 
Access to information has become an important issue in the emerging global economy. 
Along with the traditional forms of poverty the ‘have nots’ in today’s world suffer from 
yet another serious blow, otherwise known as information poverty. The situation 
becomes more critical as the world relies more on information and communication 
technologies. 
 
The original idea of information-rich and information-poor started in the United States 
based on some inequality of access to electronic resources. Scholars later extended this 
information gap in the realm of “inequalities in access to the Internet, extent of use, 
knowledge of search strategies, qua lity of technical connections and social support, 
ability to evaluate the quality of information, and diversity of uses” (Dimaggio, et.al, 
2001) 
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But digital divide when placed in a holistic approach is considered only as a component 
of the larger problem of information poverty, which encompasses not only the lack of 
infrastructure and skills to avail and manipulate information but the basic educational and 
cultural barriers as well. Bertot (2003) tried to bring together various core views within 
the term digital divide to offer a multidimensional nature of the term. He defined five key 
elements that help us to understand the term better in the light of information ‘haves’ and 
‘have nots’.  
 
· Technology: Those with access to the right technology and those without it. 
· Economic: Ability and resource availability to develop the required information 
infrastructure. 
· Information Literacy: It is a dimension to use minimal set of skills to use certain 
tools to gather information; to locate and retrieve the information and finally to 
synthesize the information gathered in a meaningful solution for the immediate 
problems. 
· Telecommunication Infrastructure: It affects those with access to more advanced 
ICT services, such as broadband etc 
· Information Access: It is the divide between people with the right tools and access 
and exchange information and those lacking it. 
 
There have been extensive studies on the degree of women’s empowerment in general 
(Agarwal, 1986 and 1995) and in micro-credit (Schuler, 1986) in particular. In most of 
the cases where NGOs are involved in benevolent group activities and education a 
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general sense of empowerment is observed. On the subject of controlling the loans in the 
form of micro-credits there are certain interesting observations. Rahman (1999) claimed 
that pressure tactics applied in loan repayment mechanism is a new form of dominance 
over women giving rise to tension and frustration among family members. But there are 
huge numbers of research on developing countries, particularly in Bangladesh where 
micro-credit for women has become a common poverty alleviation tool (Kabeer, 1994, 
2001). For a poor country like Bangladesh, therefore, poverty alleviation through some 
NGO activity is common. Efficiency on repayment mechanisms adopted by various 
agencies and skillful use of rules and rituals have made many of the programmes in 
Bangladesh financially viable (Hashemi, 1996). Bhuiya, (2001) described the emotional 
stress through which the poor women in Bangladesh have to go while participating in 
micro-credit based economic activities. Women involved in loans have other male 
members in the family controlling the benefits (Goetz and Sengupta, 1999). Critics of 
these minimalist programmes further argue that providing credit without proper training 
and support in business acumen might worsen the conditions of the rural women. They 
prefer to address gender subordination through directly confronting patriarchy. Kabeer 
(2001) has however pointed out that different methodologies carried out at different 
points of time along with different understandings of intra-household power relations as 
the root of conflicting conclusions in empowerment and credit programmes in 
Bangladesh.  
 
Wahid (1993) has discussed some of the relationships among the rich and the poor in 
Bangladesh: 
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· Rural rich think Grameen is an extension of the urban political structure. They do 
not feel threatened because Grameen would not go against their class interest. 
· Some rural rich think some palliatives are required to contain the rural poor and 
Grameen is doing exactly that. 
· Grameen Bank’s credit is in turn helping the rural rich to expand their business in 
rural sectors. 
· The rural rich are aware that confronting the poor in groups might be 
foolhardiness. They prefer to break the unity among the rural poor. Grameen 
Bank members on the other hand prefer to avoid the rural elites from any 
confrontation. They concentrate more on their activities. Grameen as a whole 
wants to help the poor in the long run so that these poor people can one day 
ensure their participations in the development of society. 
 
From various micro- level studies Wahid (1993) suggested that local power elites were 
creating some impediments in translating the fruits of development from reaching to the 
mass who need it. The reason for this obstruction is to keep the poor away from these 
credit schemes to keep their own power base intact. The various government initiatives 
for poverty alleviation run through these Union Parishads. Widespread corruption and 
inefficiency among these bureaucratic structures have prevented the poor from getting the 
benefits of development (Wahid ,1993). 
 
It has been observed that women’s household labour is being exploited by other male 
members present in the family (Walby, 1996). But in this research it was observed that all 
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the male members were aware that the mobile phone in the VP system was in the name of 
the woman member of the household, either the mother or the wife who had to be a 
member of Grameen Bank for some period of time. So the source of income in this 
system has a tag attached to it. Interestingly, the tag in Grameen VP system happens to be 
in favour of the poor women in the community. This can be well compared to the idea of 
giving permanent land rights to women to be self-sufficient in life (Agarwal, 1994). 
While the two concepts are not the same but still offering some ownership right to these 
poor women helps them to earn their living is a meaningful contribution in the economic 
activity of the women in Bangladesh. 
 
2.3 Digital Divide: Some Policy Issues 
 
Innovations in the development and adoption mechanisms in information and 
communication technologies (ICT) have brought in plethora of new opportunities in 
modern economy. These promises, however bright, need conditions for fulfilment. The 
access and competence to use new technologies become crucial in translating the new 
opportunities to proper activities. Glaring contrasts among countries and between various 
social groups within countries as far as access to new technologies are concerned. This 
inequality has been well documented in reports (OECD, 2001), “the gap between 
individuals, household, businesses and geographic areas at different socio-economic 
levels with regard both to their opportunities to access information technologies and to 
their use of the Internet for a wide variety of activities”.  
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Mariscal (2005) argues that despite all the attentions on this subject, digital divide lacks 
the right consensus for appropriate implementation policy. The debates on digital divide 
can be classified broadly in two fundamental categories. On the one hand, decision 
makers believe that market itself will take care of this malaise. The perceived disparities 
between information ‘haves’ and ‘have nots’ will be taken care of by the market itself.  
Market forces would direct the deployment of IT which in turn will encourage the 
technical innovations to bring the products and services to affordable ranges of the 
common man. Moschella and Atkinson (1998) feel that subsidies can distort the 
investment pattern of market forces resulting in inefficient growth patterns. It might be 
important to note here that Mueller (1997) even suggested that policies targeted towards 
universal telecom access are mere wealth redistribution processes often distracted from 
the original objectives.  
 
Universal access policies should never be viewed as a substitute for economic and 
regulatory policies. Wealth definitely causes higher penetration levels of telecom access. 
So, proponents of this group feel, “the most effective universal policies are simply to 
foster economic growth and efficient regulatory policies through an open competitive 
economy that can supply telecommunications services” Marsical (2005: 413).  
 
As a result of all these discussions it can be concluded that bridging digital divide by 
subsidizing access to telecom services would bring in economic development. But why 
should digital divide get priority over other divides, like, economic, social and political? 
The answer often provided is that IT has the potential to alleviate poverty by improving 
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the income of the disadvantaged people. It has been argued that telecommunication 
promotes development through externalities, knowledge creation and regional 
development (Mariscal , 2005). 
 
The prospect of externalities in the case of telecommunication is immense. The private 
benefits accrued to a new consumer in a network are less than the total benefits to society 
because lot of other people get benefited with the inclusion of one connection. So, 
subsidizing telecommunication access has positive externalities.  
 
Access to telecom has positive impact on the knowledge creation activity as well. 
Education, both formal as well as informal, has its positive effects on individuals as well 
as groups through the process of interactivity and knowledge sharing. Mariscal (2005) 
highlights some of the meaningful knowledge creation in the Internet like, poverty 
reduction through health services.  
 
It is further observed that economic development prospects of regions, cities and rural 
areas depend heavily on telecommunication infrastructures. Though direct relationships 
in investment in telecom infrastructure and economic development are difficult to 
calculate but there are certain indirect relationships in literature (Saunders College and 
Mullins, 1994; Calabrese and Jung, 1992; Hobbs and Blodgett, 1999 and Wilson, 1992). 
These studies however point out that new technologies could bring benefits to distressed 
areas by reducing the importance of the nearness of business locations and transportation 
costs of doing business. 
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But along with all these lines of thought it has also been argued, “that ICTs are being 
oversold as the key both to higher efficiency of corporate and public organizations and to 
stronger responsiveness of government to citizen-customers” (Wade, 2002). There is not 
much denying that ICT tools can help people learn how to absorb knowledge generated 
elsewhere and customise it with local requirements. This definitely will help raise real 
economic returns to investments. But on many occasions these are being touted in the 
developing communities as though they can leapfrog over the more familiar development 
problems. Wade (2002) further warns that efforts to bridge the digital divide may have 
the “effect of locking developing countries into a new form of dependency on the West”.  
 
The benefits of ICT are accruing more in favour of the rich and the haves than to the poor 
and the have-nots. Singer (1970) however opines that digital divide is only a continuation 
of the international technological dualism. Heavy concentration of international R & D in 
rich countries (almost 96% of the world total) is the root cause of this divide as well. 
 
The idea of universal access, originally used to define essential facilities like telephone, 
education, electric power has now been extended in the field of ICT services including 
the internet. Universal service, however, evolved as a policy prescription in early 1990s 
in the USA in response to the geographical and commercial fragmentation of usage of 
telephones. The current meaning of universality in the household penetration of 
telephones emerged in the 1970s (Milton, et.al, 2001).  
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Norris (2001: 4) while defining the word digital divide mentioned that the words have a 
“multidimensional phenomenon encompassing three distinct aspects”. The global 
perspective gives divergence in the ICT access between the developed and the developing 
countries. The social divide concerns the gap between the rich and the poor in their 
access to information in each country. And finally the democratic divide which includes 
the people who use or do not use the “panoply of digital resources to engage, mobilize, 
and participate in public life”.  
 
Various international organizations have identified that the overall trend in digital divide 
is widening as developed countries are increasing their access to ICT at an exponential 
rate. The privileged group as a result is becoming more privileged, accentuating the 
divide further (Ashcroft, et. al, 2004). 
    
Milton (2001: 180) has made a critical reassessment of the universal service policies in 
telecommunications based on the idea of wealth redistribution. According to this author 
universal service policies play a supplementary role. The redistribution of wealth through 
certain telecom measures can reduce some bits and pieces of financial inequalities but 
cannot eliminate their real cause. Universal access, according to the author is “not an 
economic plan, nor is it a way of altering the basic opportunity structure of society. It is 
simply a way of making things slightly more balanced”.  He has warned policy makers 
about the political and economic risks inherent in universal service through wealth 
redistribution.  
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There is a general perception that development based on imported technology has failed 
to deliver its full benefits and heavy dependence on such policies will hinder the 
‘catching up’ of the poor countries (Bell and Pavitt, 1997: 84). Judging the fact of 
introduction of computers through telecentres based on this argument may not be fair. By 
having Telecentres in rural areas of the Third World, individual access should not be 
confused with ownership (James 2004: 2). In some of the Latin American countries the 
governments are even setting up free rural telecenres for the poor people to surf the net. 
Based on the concept of shared resources Grameen Telecom is also working for 
achieving universal access for the rural people in Bangladesh. This paper will try to study 
some of the important issues of shared mobile telephones among the rural population in 
Bangladesh. 
 
It has been observed that high-tech products sometimes fail in their market penetration 
due to their high cost and too much sophistication. The expensive terrestrial digital TV 
project at Japan and Brazil are under scrutiny from the demand point of view (Kagami, 
et. al, 2004). Multifunctional equipment with a high price tag may not be the right choice, 
particularly for developing countries. This research observes through its discussions with 
Franchisee Members that Grameen Telecom with its simple mobile phones has been a 
success within its limitations because of its ease of operation even by the village women 
in Bangladesh.  
 
The speed and scope of ICT proliferation has radically altered the basic patterns of 
human interaction and communication. Interestingly, this in turn has fostered economic 
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growth and prosperity in some parts of the world. Dissemination of information and 
knowledge it is expected will further transform the quality of life of its benefactors. 
Unfortunately, this dissemination has to face certain perennial challenges in the 
developing countries. These modern technologies in some countries have infringed with 
the traditional communication patterns embedded in the social and cultural fabric of the 
traditional societies (Roche, et.al, 1996). Building and maintaining a national 
infrastructure to support advanced information technologies are enormously costly. As a 
result major parts of the developing countries run the risk of being left out of this world 
information ‘super-highway. The result is further backwardness and isolation. As a result, 
local governments, businesses and institutions in developing countries need to accept this 
responsibility of devising new and appropriate methods using emerging technologies. 
Grameen Telecom is claimed to be one such adventure in Bangladesh. This paper would 
try to focus on some of the unique thrusts which make Grameen Village Phone a 
successful venture. 
 
2.4 Telecommunication as a Development Priority 
 
There are numerous anecdotal evidences of the benefits of community telephones. The 
ITU report further elaborates that the value of the access to telecommunication can hardly 
be questioned. The study mentions, “telephone penetration from 1 per 100 population to 
2 per 100 population over a 10 year period would lead directly to an increase in GDP of 
3.5 percent” (UNDP). 
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Clarkstone(1990) in his study on Botswana acclaims that “ A rural expansion programme 
that would have provided 5 000 lines to 200 villages at a cost of $ 7 000 per line would 
have a total annualised life-cycle cost of  $ 1 700 per line. Income generated would be $1 
200 per line per annum, requiring a subsidy of $500 per line” (Clarkstone, 1990). With 
these simple but authentic statistics, it can be well argued that community telephones can 
be a viable development priority in localities where telephone penetration is less than 1 
per 100 population. Village Phone system based on the shared resource concept can be an 
important study to observe how far community mobile phones can bring benefits as a 
development priority.  
 
In dealing with technoculture in digital age, perhaps digital communication forms the 
centre-stage. The dynamism that fuels the overall development of our society is an 
interesting observation. One of the critical issues in digital communication is the 
connectedness of the community and its relevance to the lives of its people. According to 
Green (2001) “changes in communication patterns have complex social and cultural 
ramifications”. The policy makers therefore, are concerned in minimizing negative 
impacts while maximizing the positive benefits of such changes in communication 
patterns. 
 
Dealing with ‘Resistance and reconstruction” of telephones in Amish society in the USA 
in 1909, Umble (1992) has deliberated that certain deliberate mediation by the authorities 
can offer resistance to new technologies but ultimately people will accept technologies 
based on its convenience and affordability. The Amish homes were not allowed to use a 
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telephone because they were forced to believe that telephone would intrude upon their 
traditional rhythms of life. But this ban was resisted by about 20 percent of their own 
people. They argued that telephones were essential units in their lives, particularly during 
emergencies. A compromise was reached and there was some ‘semi-convenient access to 
the telephone’. This example confirms that controlling diffusion and use of technology is 
rarely possible.  
 
With all its complexities rural poverty alleviation programmes have no single uni-
directional methodology. Various micro-level plans, effective credit supply mechanisms, 
government sponsored initiatives, self-help programmes by NGOs have been effective in 
some way or the other but not an absolute success. Therefore, it becomes critical to re-
visit, observe and re-evaluate existing programmes. 
 
Access to information has been a standard practice for empowering women engaged in 
certain trading activities. Information about markets is crucial for rural producers of any 
types of goods and services. “Often middlemen, who bring consumers and producers 
together, are able to seek disproportionate rent because they have access to ruling prices 
in different markets” (Bhatnager, 2000: 25). But can Grameen, with its new technology 
adoption model, be successful in freeing the rural women from the clutches of these 
middlemen? May not be in absolute terms. But there are indications that people are 
realising the benefits and that makes this particular technology adoption method and 
interesting study in rural development. 
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Bhatnagar (2000:29) feels “Administration needs to be energised to face up the challenge 
and implement development programmes with honesty and vigour”. The rural people  
need to be educated to be conscious about their demands. ICT is a tool in offering the 
right support in this direction. “Improved literacy, particularly for women, can have 
lasting impact on rural poverty” Bhatnagar (2000:30). Self-help programmes of various 
kinds are being experimented with in different countries. Grameen Village Programme 
system is one such initiative, which has been in operation for almost two decades now. 
 
Harnessing ICT applications for development of rural societies offer a ‘vast range of 
possibilities’. It is also claimed that by giving access to the poor of the vast resources of 
information technology may trigger of the revolution waiting to happen. (Mathur and 
Ambani, 2005). 
 
Interestingly ICT for development is not only a government initiative any more. It 
involves government as well as non-government organizations along with the active 
participation of the rural people directly involved in these initiatives. Private profit-
making institutions with their deep pockets and modern technological solutions have also 
stepped in not for the intention of charity but for a clear ideology of profit making 
(Mathur and Ambani, 2005). New technologies nurtured in the R& D centres of big 
MNCs are being implemented to surmount the barriers of low cost applications, which 
can be both feasible as well as profitable.  
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The green revolution and the subsequent white revolution in the 1960s and 1970s have 
been possible by integrating the rural people with the best practices in the production of 
grains as well as milk. “They were driven by the wide dissemination of knowledge 
regarding the best practices for providing the supporting mechanisms” (Mathur and 
Ambani, 2005: 345). It is also claimed that the next revolution is going to be for the poor 
people suffering due to the ‘much debated digital divide’. It is  also claimed that 
improvements based on information resources will improve these poor people’s 
capabilities and will make a tremendous impact on the development of the status of these 
people.    
 
According to the authors the barriers to universal access of ICT is not paucity of funds, 
illiteracy or lack of awareness only but the wrong perception that the vast rural market is 
not a profitable business proposition. The authors further claim that a sustainable 
programme should not target the beneficiaries, i. e., the rural poor as subjects of charity 
but as part of a growth and development model (Mathur and Ambani, 2005). 
 
Talking about wireless telephony the authors mentioned that the main difference in 
developed and developing countries is the access cost in relation to the value of time. In 
developed countries the value of time is more than the access cost and people prefer to 
use the phone more. But in poor societies the value for time is so low that people prefer 
to communicate in other ways than accessing a phone (Mathur and Ambani, 2005).  
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Bangladesh, Bhutan, India, the Maldives, Nepal, Pakistan, and Sri Lanka, collectively 
called as South Asia, have a combined population of over 1.3 billion people. The region 
is predominantly rural with 29 per cent of its population living in urban areas. Although 
this region has over one fifth of the total world population, it accounts for only 2 per cent 
of world Gross Domestic Product (GDP) and 2.4 per cent of the total telephone 
subscribers (fixed and mobile). South Asia also has one of the lowest per capita incomes 
in the world, about one tenth the world average (Minges and Simkhada, 2002). 
 
In the year 2001, South Asia accounted for 4 per cent of the world’s fixed lines and less 
than 1 per cent of cellular subscribers. There were a total of 43.7 million fixed lines in 
operation and 8.5 million mobile subscribers in the same year (Minges and Simkhada, 
2002). According to that same estimate South Asia’s average fixed- line teledensity was 
3.2 and the mobile teledensity was 0.63. Interestingly, however, the compound annual 
growth rate (CAGR) of fixed lines and mobile subscribers during the period 1996–2001 
had been 20 and 78 percent, respectively. This CAGR was higher than the world growth 
rate of only 7 and 48 percent during the same period. As a result, when compared with 
the rest of the world, South Asia is one of the fastest growing markets despite its low 
telephone penetration. 
 
Another interesting observation in South Asia is its waiting list for telephone 
connections, which stood at 2.6 million at the end of 2001, down from 3.8 million at the 
end of 1996. This might be due to a high level of suppressed demand in South Asian 
countries where teledensity is abysmally low. Ironically, the waiting list probably grew 
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because of the rapid telecommunication growth. In order to counter this problem there 
had been some increase in the number of public telephone facilities in South Asia. 
According to some estimates in 2001 the number of public telephone facilities exceeded 
the one million mark, while just a decade back there were just over 100 000. Public 
calling facilities represent a significant contributor to expanding access to 
telecommunication services (Minges and Simkhada, 2002). 
According to some researchers the basic approach of Grameen Telecom (GT) is to extend 
the benefits of telecommunications to the rural people of Bangladesh. Village Phone (VP) 
idea is a mechanism by which a Franchisee member, usually a Grameen Bank member 
can purchase a mobile phone and become the VP operator in their village. The operator’s 
income is derived from the difference between the air time charges paid by the customers 
and the amount due to GT. In addition, there is a flat service charge rate for each 
incoming call. GT’s goal is to provide a telephone in each of Bangladesh’s villages 
(Minges and Simkhada, 2002). . 
Interestingly, GT’s shared access model has several implications. The uniqueness of the 
project lies in a person not owning a telephone but have access to one nearby. Almost 50 
per cent of Bangladesh’s rural households are landless, thus many of them seek non-
farming income opportunities inside or outside their villages. VP serves as an attractive 
source of revenue. Increased labour mobility resulting in increased rural-urban migration 
as well as foreign immigration has led to an enhanced demand for telephone services. A 
study on the benefits of VPs claims that the predominant economic benefit of using VPs 
is the facilitation of the flow of income and wealth between overseas workers or workers 
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in urban cities like Dhaka and their families in rural villages.1 VPs can also be used to 
improve overall living standards as telephones provide access to services such as police, 
health assistance, agricultural information and family planning offices. VPs can also be 
used to obtain market information that allows villagers to negotiate better prices for their 
products. Access to the Internet, electronic fund transfer and other value-added services 
are in the pipeline. 
As Grameen Phone expands its network throughout the nation, GT will spread its 
operation to more villages. When GP completes its network expansion by the year 2004, 
50 000 VPs will be in operation, covering most of the country. GT’s novel idea of 
connecting villages through mobile phones is a concept that could be replicated in many 
developing countries, where cellular telephony may be the solution for uni versal access 
to telecommunications.  
Amin (1999) while discussing about ICT and rural development in the context of 
Bangladesh observed that the Grameen Phone’s VP project has a “positive impact on the 
lives of the villagers especially the women” (Amin,1999:8). Many rural women in 
Bangladesh are engaged in poultry farming, fisheries, livestock and selling various small 
village level items. This Village phone project will help these women to understand their 
market values much better. They have better grasp on the market demands, pricing 
structures, etc, “eliminating the possibility of being exploited by middlemen”.  
 
All these enhanced business activities are now being possible with the introduction of 
ICT in the rural sector. The author further felt that the VP system not only acts as 
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business facilitator but by increasing her income it offers greater power to influence her 
decision making as well. As a natural outcome to this whole project the author 
enumerated that the village Phone operators were offering some very important service to 
the people in their vicinity. This automatically will raise her social status in the 
community (Amin, 1999). 
 
Another important issue touched upon by Amin (1999: 8) is “rural cellular phone 
promises (is) the attitude of people towards technology”. The author opines, “Exposure to 
modern technology will give greater incentives to women to develop literacy”. The 
introduction of ICT has in many situations removed the barriers that prevented many 
women from engaging in certain occupations. The access to information through rural 
telephones has brought to them these opportunities. The transfer of money from abroad is 
a critical issue in Bangladesh. The ICT has given the rural women the access to better 
rates and other facilities. 
 
Amin (1999) quoting from Bangladesh Bureau of Statistics said that female labour force 
participation in Bangladesh is only 51 percent. Out of this, about 63 percent are engaged 
in agriculture, 27 percent in service and 10 percent in industrial activities. Giving women 
a better chance to earn money through this Village Phone service will definitely offer a 
better opportunity for the rural women in Bangladesh (Amin 1999: 9) 
 
The United Nations Development Programme (UNDP) labeled the 1980s as ‘lost decade 
and the 1990s as the ‘decade of despair’ because the developing economies were not 
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faring any better. There was an attempt to find out the relation between ICT 
developments and economic performance. Interestingly, economies doing better had 
positive ICT performance. Richer economies had 9.3%CAGR on Fixed- line networks 
compared to its poorer counterparts, who had only 2.8% CAGR.  The same picture is 
obtained in mobile and Internet usage (Table 2.1). But interestingly, the mobile phone 
growth rate is higher in economies getting poorer. 
Table 2.1 Relationship between ICT and Gross National Income (GNI) per capita of 
Selected Economies 
Groups of 
Countries Compound Annual Growth Rate (CAGR) 
Based on 
change in GNI 







lines, 1990 - 
2001 
CAGR in Mobile 
Users, 
1990 - 2001 
CAGR in 
Internet Users, 








54 2.8 % 68.8 % 58.7 % 
Source: World Telecommunications Development Report 2003: 76 
 
Griffin (1985) believes that ‘purposeful government interventions’ will help in alleviating 
poverty in Asia. Governments must intervene in poverty alleviating projects and achieve 
results most quickly and efficiently. But dominance of wealthy sections1 of society in 
government might intervene. These groups will divert state resources to their advantages, 
depriving the poor who would need these benefits more. What is important in technology 
adaptation is more than simple purchasing of a new technology. The new technology has 
to be adapted to the ground rules of the soil. This is where policy makers of south Asia 
need to be more conscious and careful. 
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Bangladesh has been ranked consistently as the most corrupt country in the world2. 
Myrdal categorically mentioned, “Corruption is rampant and that it is growing 
particularly among higher officials and politicians, including legislators and ministers”. 
Myrdal (1970: 232) further elaborates that western business interests in south Asian 
countries are also involved in these corrupt practices. The bribes3 form a considerable 
part of their total cost of doing business in south Asian countries. 
 
Nearly 66% of Bangladesh’s population is landless or near- landless households (owning 
less than two acres of land). The female participation in the cottage industries is about 
one-third of the total industrial workers. The VP system will definitely help these 
disadvantaged people with better communications 4 to improve in their business 
endeavours. 
 
The issue of unemployment and under-employment is a major concern for policy makers 
in Bangladesh. The average employment in the organized sector is too little to cope up 
with the population growth. So agriculture seems to be the alternative. But labour 
absorbtion in agriculture is quite low. In view of this it is of paramount importance to 
consider the rural non-farm activities as an important sector in employment generation 
and income earning opportunity. The Grameen Village Phone is definitely an endeavour 
in this direction. With this background of political economy of underdevelopment it 
would be interesting to review the ICT scenario in south Asia.  
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2.5 Digital Divide: Some Global Issues 
 
The high density of high- income subscribers in urban locations justifies the ROI (return 
on investment) on cellular technology. As a result, mobile phone market in developing 
countries is predominantly urban. But service reliability and ease of getting the 
connections have attracted a substantial number of middle-income urban users to 
subscribe to mobile phones. In countries like Bangladesh, where fixed-line telephone 
systems remain still dominated by state monopoly, it results in high waiting time for 
fixed- line phone connections. As a result, cellular phones often become a suitable 
substitute for fixed- lines. In developed countries, however, mobile phones act as a 
complement for the landlines.  
 
In the year 2001 Asia Pacific as a region became the largest telecommunications market 
in the world. Telephone subscribers (both fixed and mobile) accounted for 36% of the 
world total. Ten years back this figure was only 22% (Table 2.2). Asia Pacific is also 
embracing new technology developments in this sector including deregulation5 in 
telecommunication industry and  wide range use of fiber optics6. Republic of Korea and 
Hong Kong, China are leading in broadband penetrations. In mobile Internet market, 
Japan and Republic of Korea are the first countries to launch third generation cellular 
networks. All these and more shift the global telecommunications epicenter from North 
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Table 2.2 Distribution of Telephone Subscribers by Region, Percent 
Year Europe America Africa and Arab 
States 
Asia Pacific 
1991 41 35 02 22 
1996 36 33 02 29 
2001 35 27 02 36 
Source: ITU World Telecommunicati on Indicators Database (2004). 
In the early 1990s, there were only over a million mobile subscribers, mostly the well off, 
in Asia Pacific. But with the coming of the digital cellular systems (PDC in Japan, 
CDMA in Republic of Korea and GSM throughout the rest of the countries), availability 
of pre-paid cards and intense open competitions have changed the region’s 
telecommunications scenario totally. The tele-density in almost all countries in the region 
(except Afghanistan and Myanmar) has increased dramatically. Currently, almost two-
dozen countries in Asia Pacific have more mobile phones than fixed- line telephones 
Table 2.3 gives the year when mobile phones outnumbered fixed- line phones in different 
Asian countries. 
Table 2.3 Mobile Phone Penetration in Asia 
1993- 1998 1999 2000 2001 2002 











French Polynesia  
Macao, China 











Source: ITU World Telecommunication Indicators Database (2004). 
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Access to ICT is a prerequisite for economic development. Improving overall efficiency 
and growth along with better delivery of public services and creating new resources for 
employments are the direct results of ICT projects. Poor access to communications 
networks between developed and developing countries as well as the rich and the poor in 
individual countries poses the greatest challenge to universal access. Techno logical 
developments along with all its various innovations in making access to communications 
network are becoming affordable to bridge digital divide (Nevas-Sabator, et al, 2002). 
Cheaper digital equipment, convergence between telecom and computing and business 
innovations like, payphone and virtual telephony are becoming increasingly available 
today where fixed- lines have failed to connect the people earlier. Emergence of the 
community access to mobile telephones is one such area, which we are going to study in 
this research. The ‘market efficiency gap’ can be bridged through liberalized market with 
set of policies and regulatory measures bringing in competitions. Many countries have 
impressive programmes in closing this gap but it has its own limits. The ‘access gap’ still 
remains with certain groups of people who cannot be reached commercially (Nevas-
Sabator, et al, 2002).   
 
Figures 2.1 to 2.4 give some statistics on fixed and mobile telephones, personal 
computers and Internet users per 100 inhabitants based on developed and developing 
countries for the period 1992 to 2002. It is evident that there exists a distinct divide as far 
as ICT is concerned between the two regions. 
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Source: ITU World Telecom Development Report, 2003 
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Source: ITU World Telecom Development Report, 2003 
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Fig. 2.3 Fixed Telephone Lines per 100 Inhabitants from 1992 to 2002 















Developing Developed World 
 
Source: ITU World Telecom Development Report, 2003 
Fig. 2.4 Mobile Telephone subscribers per 100 Inhabitants from 1992 to 2002 















Developing Developed World 
 
Source: ITU World Telecom Development Report, 2003 
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2.6 Telecom Access Indicators  
 
There are some basic access indicators like, tele-density, penetration, affordability, urban-
rural gap, etc which help to understand the status of a country in relation to its ICT 
adoption. Teledensity is the number of telephones per 100 people. This telephone 
penetration is generally mapped against GDP per capita. Residential penetration tries to 
separate the business and government lines from residential lines and calculate in terms 
of lines per 100 households. It reveals the disparity between rich and the poor countries 
because in poor countries the national network mainly covers the business, government 
and institutions. Policy makers in developed countries with more than 75% household 
penetration are also concerned with the servicing the remaining of these ‘disadvantaged 
households’. But in poor countries, access is the bottleneck. A public access point is 
therefore crucial. Affordability of telecom is equally important. People generally spend 1-
3 % of their income in telecommunications (Nevas-Sabator, et al, 2002: 10). It has been 
observed that people without telephones in poor countries are willing to pay almost 2% of 
their income for phone calls. So in order to make telecom an affordable business 
proposition the installation charges, monthly rents and local and long distance calls 
should be brought within this 2% income level. Rural and Urban Gap in telephone 
statistics is not easily available. But roughly in 80% of developing countries telephones 
are located at major cities to serve the relatively rich urban people. Disparities in the 
range of 20:1 and 60:1 are not uncommon in developing countries. Along with the 
improved tele-density the overall potential for accessibility is also increasing. An ITU 
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study in 2001 on South Asia noted that access of telephones was as high as 58% of 
villages and 83% of rural populations (Nevas-Sabator, et al, 2002). 
 
The Network Readiness Index (NRI) is based on “the degree of preparation of a nation or 
community to participate in and benefit from ICT development”. This NRI framework 
provides a model for evaluating any country’s relative development and use of ICT along 
with a better understanding of the country’s strengths and weaknesses with respect to 
ICT. Bangladesh stands at position 100 out of 104 countries in this NRI listing (Dutta, 
2005). This definitely justifies that Bangladesh has to go a long way in ICT adoption and 
development in order to catch up with the rest of the world. (Table 2.4) 
Table 2.4 Network Readiness Index Rankings 2004 
NRI Rank Country Score NRI Rank Country Score 
1 Singapore 1.73 53 Romania - 0.15 
2 Iceland 1.66 54 Morocco - 0.17 
3 Finland 1.62 55 Namibia - 0.21 
4 Denmark 1.60 56 Latvia - 0.23 
5 United States 1.58 57 Egypt - 0.24 
6 Sweden 1.53 58 Croatia - 0.25 
7 Hong Kong 1.39 59 Trinidad & 
Tobago 
- 0.28 
8 Japan 1.35 60 Mexico - 0.28 
9 Switzerland 1.30 61 Costa Rica - 0.29 
10 Canada 1.27 62 Russian Fed - 0.36 
11 Australia 1.23 63 Pakistan - 0.38 
12 United 
Kingdom 
1.21 64 Uruguay - 0.39 
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NRI Rank Country Score NRI Rank Country Score 
13 Norway 1.19 65 Ghana - 0.41 
14 Germany 1.16 66 Columbia - 0.42 
15 Thailand 1.12 67 Philippines - 0.43 
16 Netherlands 1.08 68 Vietnam - 0.46 
17 Luxembourg 1.04 69 Panama - 0.47 
18 Israel 1.02 70 El Salvador - 0.49 
19 Austria 1.01 71 Sri Lanka - 0.49 
20 France  0.96 72 Poland - 0.50 
21 New Zealand 0.95 73 Bulgaria - 0.51 
22 Ireland 0.89 74 Gambia - 0.52 
23 UAE 0.84 75 Kenya - 0.62 
24 Korea 0.81 76 Argentina - 0.62 
25 Estonia 0.80 77 Uganda - 0.63 
26 Belgium 0.74 78 Dominican 
Rep 
- 0.65 
27 Malaysia 0.69 79 Serbia & 
Montenegro 
- 0.65 
28 Malta  0.50 80 Algeria - 0.66 
29 Spain 0.43 81 Zambia - 0.68 
30 Portugal 0.39 82 Ukraine - 0.68 
31 Tunisia 0.39 83 Tanzania - 0.71 
32 Slovenia 0.37 84 Venezuela - 0.72 
33 Bahrain 0.37 85 Macedonia - 0.73 
34 South Africa 0.33 86 Nigeria - 0.73 
35 Chile 0.29 87 Madagascar - 0.77 
36 Thailand 0.27 88 Guatemala - 0.78 
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NRI Rank Country Score NRI Rank Country Score 
37 Cyprus 0.25 89 Bosnia & 
Herzegovina 
- 0.86 
38 Hungary 0.24 90 Peru - 0.91 
39 India 0.23 91 Georgia - 0.94 
40 Czech Rep 0.21 92 Mali - 0.96 
41 China 0.17 93 Malawi - 0.98 
42 Greece 0.17 94 Zimbabwe - 1.02 
43 Lithuania 0.13 95 Ecuador - 1.08 
44 Jordan 0.10 96 Mozambique - 1.11 
45 Italy 0.10 97 Honduras - 1.19 
46 Brazil 0.08 98 Paraguay - 1.20 
47 Mauritius 0.08 99 Bolivia - 1.25 
48 Slovak Rep 0.03 100 Bangladesh - 1.30 
49 Jamaica - 0.03 101 Angola - 1.36 
50 Botswana - 0.10 102 Ethiopia - 1.52 
51 Indonesia - 0 .13 103 Nicaragua - .61 
52 Turkey - 0.14 104 Chad - 0.9 




Fixed- line phones have failed to connect the people in the developing countries.  
Convergence between telecom and computing and business innovations like, payphone 
and virtual telephony along with cheaper digital equipment are becoming increasingly 
available today throughout the world. Many countries are, therefore, trying to bridge 
digital divide with some new methods suitable to their own needs and aspirations.   
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Policy makers throughout the world are concerned at what should be the right approach 
to adopt ICT for the greater humanitarian cause. This new technology should be 
harnessed in such a fashion that benefits accrued through it should trickle down to both 
the rich as well as the poor. If the market is allowed to function to promote ICT then 
quite often, if not always, the flow of technology gets restricted to the limits of the market 
only. Naturally, the government has to interfere. But how far the regulations of the 
government and the business acumen of the market can really penetrate? As a 
consequence now the civil society has been inculcated to have a wider reach to the 
people. 
 
But the story does not end there. It is also argued that ICTs are being oversold. Denying 
its actual benefits to human beings would be amateurish but blindly adopting market 
trends to leapfrog may not be the safest way to go for the poor countries. ICT needs to be 
understood in the perspective of its environment. The method of adoption in the 
developed world may not be the right approach in the developing countries. It needs 
judicious planning and has to customized for each individual environments. This research 
would like to discuss some of these issues in the adoption of mobile technology in 
Bangladesh through a unique method of shared resources in the following two chapters.  
 
                                                 
1 In Bangladesh, a small group of high-income land owners and some wealthy businessmen form the 
“upper crust” of society. They have accumulated wealth through land and trading but the probability of 
their re-investing in productive enterprises is quite low. Monopolistic control, mostly in the form of cartels 
dominates the business in Bangladesh. The luxury items needed by these rich business people are usually 
imported from abroad in exchange of agricultural products or raw unfinished materials available in the 
country. It is therefore tempting to conclude that Bangladesh has a good potential for export. But strong 
financial power of this upper crust is a major deterrent in export market for the poor Bengalees. This 
market is again controlled by the upper crusts who are engaged in export business without much value 
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addition. As a result, the raw materials exported from Bangladesh reaches the developed world but the 
money earned through this export of national resources does not reach the poor in that country. So the 
backwardness in Bangladesh is a continuous and vicious cycle and getting out of it is no easy job. 
 
2 Berlin-based Transparency International (2005), put Bangladesh and Chad as the world's most corrupt 
countries in 2005. The index defines corruption as the abuse of public office for private gain. It measures 
corruption as perceived to exist among any country's public officials and politicians. A composite index, 
the list draws from 16 surveys conducted by 10 independent institutions, which collected the opinions of 
businesspeople and country analysts. Because of the absence of reliable data, only 159 of the world's 
countries could be included in the survey in 2005. The scores range from 10 (clean) to zero (highly 
corrupt). A score of 5.0 is the number considered to be at the borderline, distinguishing countries that do 
and do not have a serious corruption problem. Bangladesh scored 1.7 in the list. 
 
3 Funding of future projects such as power plants in Bangladesh depends on reducing corruption, which 
acts as a big drag on economic growth. World Bank President Wolfowitz said recently, "We can't commit 
money unless we're convinced it is going to be spent in the right way. The problem of corruption is a big 
drag on the Bangladesh economy," (World Bank, 2005). 
 
4 One of the major constraints in rural business is the lack of proper marketing activities. Lack of proper 
infrastructure, small size activities scattered over wide areas of the low purchasing power consumers join 
together to act adversely in any village level enterprise. As a result, village entrepreneurs most often 
produce and do their own selling which reduces their return on their labour. Alternatively, they have to 
depend on middlemen also called ‘Mahajons’, who extract a high rate of margins in the bargain (Hossain, 
1987). 
 
5 It was Alex Graham Bell who in 1876 first came up with the idea of ‘harmonic telegraph’. The State 
owned Postal, Telegraph and Telephone authorities were common in those days. Considering the 
economies of scale, telecom was initially made as a natural monopoly with pricing and subsidization based 
on social objectives rather than only on commercial values. In 1984, AT&T had a private monopoly in 
telecom since 1913. But AT&T was fragmented into seven regional operating companies in the USA. This 
started the idea of deregulation in telecom and it spread to other countries and a plethora of private and 
public enterprises started moving into telecom business. (Forester, 1987: 88). 
 
6 One of the pioneering technologies transforming telecommunications is the innovation of fiber optics. 
Two British engineers first demonstrated this potential and a New York based organization produced the 
first commercial version in 1970. The Japanese companies then exploited the world market. Fiber optics are 
strands of pure glass (not wider than a human hair) that can carry thousands of communications 
simultaneously and are much faster compared to copper wires. The transmission mechanism known as 
pulse code modulation has laser diodes which are capable of millions of blinks per second. These signals 
are received by photo-detectors and converted back to its original form. A glance at fiber optic installations 
reveals that there were 3 700 miles of fiber in1980, 40 000 miles in 1986 and 100 000 miles in 1989 
(Forester, 1987: 97). 
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Chapter 3  
 
Grameen Telecom and Universal Access 
3.1 Introduction 
 
Isolated urban areas in developing countries promise lucrative business prospects for ICT 
development. But lack of appropriate strategies and policies has failed to provide 
universal access to the rural sectors, leave aside any hope for universal service. As a 
thumb rule, any ICT provider needs average annual revenue of US$ 300 to US$ 400 per 
fixed line to be profitable with an additional installation cost of US$ 1,000 per line. But 
this amount is more than the per capita GDP of most of the developing countries. As a 
result, innovations in new methods of providing universal access are common in the 
policies in developing countries1. Mexico and Philippines have introduced license 
obligations to serve rural sectors; Peru and Chile have subsidies for rural telecom 
projects; Thailand has BOT arrangements with low interest loans (Wellenious, 2002).  
 
Grameen Telecom in Bangladesh has introduced telecommunication in the rural sector 
through a novel idea of shared resources, whereby mobile phones are being used in a 
manner similar to PCO arrangements. Already existing Grameen Bank, a pioneer in 
micro-credit system along with its subsidiary Grameen Phone, a for-profit urban telecom 
service provider combine all their resources to offer a unique method of providing 
universal access to the rural people in Bangladesh. Along with financial, technological 
and managerial challenges, Grameen Telecom has to face serious impediments at social 
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and political levels as well. This chapter would mainly highlight the Village Phone 
business and its interactions with its surroundings. 
 
3.2 Emergence of Village Phone Programme 
 
Like most other developing countries fixed- location telephone service, popularly known 
as public call offices (PCOs) operating through tele-shops, tele-kiosks or multi-purpose 
tele-centres could have been the right choice to offer universal access in Bangladesh also. 
Studies have shown that PCO model of rural telecommunication is commercially viable 
for both the franchisee as well as the service provider (Richardson, et. al, 2000). But in 
Bangladesh, majority of the PCOs are located in urban areas only due to lack of 
connection facilities in the rural sector. The mobile alternative which functions wireless, 
therefore, became a better alternative for reaching out to the village poor. Table 3.1 gives 
backlog of fixed- line phones in some south Asian countries. 





Total Demand  
(000) 
Satisfied Demand (%) 
1998 
Bangladesh 154.0 144.9 522.9 72.3 
India 2,277.0 2,705.7 24,299.4 88.0 
Nepal 163.5 215.3 409.3 47.4 
Pakistan 209.5 298.0 3,055.0 90.2 
Sri Lanka 227.2 283.8 807.3 64.8 
Source : ITU – World Telecommunication Development Report 1999 and Grameen Phone website 
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Table 3.2 Start up cost of subscription for fixed line (South Asia)  
Country  Start up Cost (Year -1999) in USD  
Bangladesh  392 
India  22 
Pakistan  92 
Nepal  35 
Sri Lanka  220 
Source:  Grameen Phone and  http://www.eb2000.org/ITSR6.htm 
Decision makers in Grameen Bank realized way back in 1995 that asymmetry in 
information was a major reason for social inequality and backwardness in Bangladesh. 
Voice communications when managed properly can help rural households to fight this 
backwardness (Beyas, et.al, 1999). The rural rich and the powerful however, should not 
control telephone, like any other new technology. The ownership of new technology like, 
mobile phones, by the poor will not only offer them a good rental income but enhance 
their social status as well. Finally, in a poor country like, Bangladesh, where individual 
telephone ownership is not yet affordable, shared mobile phones are a better alternative to 
offer universal access (Rahman, 1999a). 
 
In 1995, when as part of its telecom liberalization plans, Bangladesh government decided 
to auction its cell phone business to private firms, Grameen Phone 2 obtained the 
nationwide license for GSM 900 cellular mobile phones along with three others in 
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3.3 Cellular Phone Context in Bangladesh 
 
In Bangladesh 97% of all homes and virtually all of rural inhabitants lack any meaningful 
telephone connections (Cohen, 2001). To address this underdeveloped status Grameen 
Bank (GB), a micro-finance institution formed two different entities. Grameen Phone 
(GP), a for-profit entity with a national GSM cellular license and Grameen Telecom 
(GT), a wholly owned, non-profit organization to offer telecom services to rural 
Bangladesh (Cohen, 2001). The Village Phone (VP) system is based on a franchisee 
business model. Selected Grameen Bank members get the financing of a loan for 
purchasing the hardware, and training. GT then buys cellular phone subscription on 
behalf of the franchisee members. The individual franchisee member sells the phone 
service to local people. Based on the bulk air-time rate GP prepares a monthly bill for the 
VPs total air-time usage. GT then makes the individual bills for the VPs and sends it to 
corresponding GB branches. GB branch managers are responsible for collecting the bills 
from the members. The total number of village phones as on March 2005 was 101,979 
distributed through 18 GB Zones, 126 area offices and 1251 branches of Grameen Bank. 
The programme covers 36,000 villages in 61 out of 64 districts of Bangladesh (Grameen 
Bank Office, 2005). A map of Bangladesh highlighting the coverage of mobile services is 
given in Annexure A. 
 
Around 1990s, Bangladesh had around 500,000 fixed line telephones (350,000 were 
operational) and 2/3 of these were located in Dhaka city itself (Richardson, 2000). In 
another study on Bangladesh, 91% of landlines were located in urban areas with 36.6% 
landlines in Dhaka City itself. As a result, Bangladesh’s urban tele-density was 1.09 per 
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100 inhabitants, whereas, the rural tele-density was a staggering 0.02 per 100 inhabitants 
(Camp and Anderson, 1999). Additionally, Bangladesh has got a population density of 
981 persons per square kilometre; one of the highest population densities in the world 
(Cohen, 2001). So there seems to be a huge potential for tele-growth in the country.  
 
3.4 Interconnection Facilities 
 
For decades Bangladesh Telegraph and Telephone Board (BTTB) has been functioning 
as a natural monopolist in Bangladesh telecom sector. But development of digital 
technologies and cellular phones has brought about a shift worldwide from state run 
monopolies to market driven enterprises. In 1996, licenses to operate cellular mobile 
phone networks were issued to seven companies (Table 3.3). All the companies were 
joint ventures between foreign and local companies (Beyas, 1999).  
Table 3.3 Private Telecommunication Operators in Bangladesh 
SL Operator Functionality 
1 Pacific Bangladesh Telecom Limited 
(PBTL) 
Cellular Radio Telephone Service 
2 Bangladesh Telecom (Pvt.) Limited 
(BTL) 
Radio Paging, Radio Trunking and Riverine 
Telecommunication Services 
3 Bangladesh Rural Telecom Authority 
(BRTA) 
Rural Telecom Service at 200 Thana  
(lowest Government administration headquarters) 
4 Sheba Telecom Limited Rural Telecom Service at 199 Thana  
(lowest Government Administrative Headquarters) 
5 Grameen Phone Consortium  
(Grameen Phone) 
Digital Cellular Mobile Radio Telephone Services 
6 TM International (Bangladesh), TMIB Digital Cellular Mobile Radio Telephone Services 
7 Sheba Telecom Limited Digital Cellular Mobile Radio Telephone Services 
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Some people feel that GP has been able to get better deals3 with BTTB than its rural 
competitors Sheba and BRTA as far as interconnection is concerned (Richardson, 2000). 
In addition, GP could deploy phones in the rural fringe of its urban coverage and along its 
network corridor. Soon GP in order to meet its growth plans started giving connections to 
other cellular subscribers, but could not connect to BTTB lines. The village phones are 
configured to connect with BTTB lines. But other Grameen Phone customers cannot 
connect to BTTB legacy infrastructure of fixed network lines. 
 
There is an argument that BTTB does not provide sufficient interconnection facilities for 
other competing rural operators. This certainly is a significant factor for the success of 
VP system. It does not make much economic sense to offer GSM cellular service to rural 
areas only4. By combining urban market with the rural high-demand areas, the additional 
cost of rural service becomes manageable. The additional factor of GB’s extensive 
coverage of the districts and a well- tested loans collection mechanism has made the VP 
system a profitable business. 
 
Growth in cellular subscribers is dependent on the interconnections to the national 
backbone owned and operated by BTTB. Grameen Phone (GP) is one of the dominant 
national cellular phone operators in Bangladesh with its subscriber base as on Jan 2005 
around 28,00,000. GP leases and operates a 1,800 km optical fibre cable from 
Bangladesh Railroad. This nation-wide network provides a parallel for the state 
monopoly operated by BTTB (Richardson, et. al, 2000).  
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The rural telephone market has been licensed to two operators with exclusive rights for 
25 years. Sheba Telecom in the south with 195 thanas and Bangladesh Rural Telecom 
Authority (BRTA) in the north with 199 thanas. These licences are for PSTN (Publicly 
Switched Telephone Network) using any technology. Both the above parties have opted 
for a combination of wireless local loop (WLL) systems as well as the point-to multi-
point microwave technologies (Grameen, Phone, 2005). Sheba Telecom enjoys both 
national cellular GSM5 licence and the PSTN licence. BTTB is the operator for the 70 
urban thanas (out of a total of 464 thanas). 
 
In spite of Sheba and BRTA having their 25 years licences for providing rural services, 
GP could still operate because GP has a licence for rural service as well. The mobile 
character of GSM cellular phones enables GP to work with GT and provide a PCO style 
operation in rural Bangladesh. This service is restricted within areas where towers and 
signals of GP can reach. There still remain huge gaps in its rural coverage. To meet its 
goal of universal coverage GT has to bridge these gaps. Sheba and BRTA on the other 
hand have not been able to deploy extensive rural coverage because BTTB is yet to 
provide them with sufficient interconnections6.  
 
The VP system works as an owner-operated pay phone. Grameen Bank offers loans to its 
selected members to become franchisees for the VP system. The loan usually is for BDT 
12,000 and comes with a handset, the subscription and incidental expenses. The VP 
operator also receives training from GTC about mode of operation, user charges etc 
(Richardson, et. al, 2000).  
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Initiated in 1997, the VP Program has continued to grow at a robust pace over the years. 
As of December 2004, there were more than 95,000 VP subscribers. The average revenue 
per user of VP subscribers was double that of the average GP business user. The revenue 
growth had been substantial: from BDT 0.53 million in 1997, to BDT 1,114 million in 
2002 and to BDT 2,070 million at the end of 2003. The VP system now provides access 
to telecommunications facilities to more than 60 million people living in rural areas of 
Bangladesh. (Grameen Phone, 2005) 
 
3.5 The Village Phone Operation  
3.5.1 The Business Model 
The history of Franchisee model of business can be traced as far back as the ‘Guild 
System’ in the City of London in the twelfth century. The word ‘franchise’ means a grant 
of rights from the Crown or by a governmental authority. Franchisee business is not any 
momental innovation of individuals or groups but an evolution developed in response to 
daily business problems. Howard Johnson started his restaurant chain in the USA in 
1930s and in 1940s and 1950s we have seen the birth of a ‘world franchising community’ 
(Mendelsohn, 1970: 18).  
 
There are certain basic rules of observance in a franchisee business (Legge, 1993). 
a. The existence of a franchisor at the top has to be accepted. 
b. There are certain obligations in using franchisor’s name, which in turn dictates a 
submission to a control from the top. 
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c. Bulk of the decision-making is thrust upon the franchisee from the franchisor. 
d. The ability of the franchisor is the determining factor to run the business 
efficiently and profitably. 
 
Roughly five competitive prongs surround any business. First, is the Suppliers, who need 
some money for their supplies. Second, is the Buyers who would like to pay the least for 
every purchase. Third, is the challenge of obsolescence of the business itself by certain 
substitutions. Fourth, is the new entrants in the market with similar or better technology. 
Fifth, is the existing competitions already present in the market (Legge, 1993). 
 
Grameen is assured from the supply side as they have a long-term lease with Bangladesh 
Railways for the Fiber Optic lines as well as a strong partnership with Nokia who 
supplies all the handsets for the project. The villagers had no other forms of 
telecommunications before. So initially, Grameen was also assured from the buyers’ side 
as well. The technology (GSM) opted by Grameen is a world standard communication 
method. So, chances of its obsolescence are not any immediate threat to Grameen. The 
incumbent BTTB and the new entrants to the market are the main threats to Grameen 
Telecom in the rural sectors. And this is the area where Grameen Telecom has put all its 
resources to fight its competitors. 
 
People generally buy a product or a service only when they feel that they would be better 
off with it than without it (Legge, 1993). In a free market economy, where people have 
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the option of not buying a service (say telecom), people will buy it only when the service 
has a value higher than the value the owner places on the amount of money he pays for it.  
 
It has been observed that in a society roughly 2.5 to 5% of the population are the 
innovators who are always attracted by the novelty of any new product or service. The 
next 7.5 to 10% of the population are the opinion leaders who have some judgments and 
have the capability to lead public opinion. Next, comes the 15% early adopters, who 
prefer to follow the opinion leaders. There is another 20% early majority who do not 
want to be left behind and so join the bandwagon. Further 35% are the late majority who 
would only do what others do. And finally the 15% laggards would join a system as 
remaining without it becomes impossible (Legge, 1993: 59). 
 
What Grameen is doing now is playing with the later stage of the structure. They have to 
motivate Franchisees to convince the villagers to get into the system and use it to the 
maximum. Grameen has to enhance its marketing activities through distribution of 
leaflets, sign boards, etc. This is the phase when bulk of the users is to be targeted and 
needs maximum marketing activities.  
 
Village phone system has certain additional advantages as well. Village phone operators 
charge Tk 6.00 per minute for a local call. But the member gets it at a discounted price 
from Grameen Phone through its bulk-pricing scheme. The profits from urban sector in 
the process are transferred to the rural sector, which its competitors cannot do. Finally, 
Grameen Telecom operates through its existing network of Grameen Bank members. The 
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later is famous for its micro-credit collection mechanism. The whole process is more of a 
comprehensive in nature, integrating micro-credit and new technology initiatives for rural 
development in a single programme. 
 
It has been observed that location of the phone is important in universal access. When the 
franchisee lady operates from her home, 50% of the users are women (Burr, 2000). But 
when placed in the markets, it is mainly men who use the phones. So in offering universal 
access ownership and location are important issues. 
 
Regarding future prospects of Franchisee business, Grameen Managers were not very 
vocal. They admitted that competition was increasing. The income of the franchisee 
ladies was coming down. But still they felt that once villagers got used to the phone 
system, the usage would increase. That in turn will raise the business. “It is a thin-line 
balance that we’ll all have to move on to”, quipped one zonal manger of Grameen Bank. 
3.5.2 Roles and Responsibilities for the VP Business 
Grameen Phone (GP) is a for-profit telecom unit in Bangladesh responsible for 
maintaining physical communication infrastructure used by the VP system. Grameen 
Telecom (GT) is the organisation responsible for the VP programme. Grameen Bank 
(GB) is the finance organisation that provides the necessary micro-credit to start the 
franchisee business. GB also is involved in the collection of money. Village operators are 
the service providers to the end users. Table 3.4 gives the roles and responsibilities of all 
these members.  
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 Table 3.4 Roles and Responsibilities in VP Business Model 
Organisation Roles and Responsibilities 
Grameen Phone (GP) Communications infrastructure 
Government licensing and regulation compliance and liaison 
Government financial and taxation liaison 
Bulk air time sales to Grameen Telecom 
Billing detail to Grameen Telecom 
Strategic planning 
 
Grameen Telecom (GT) VP network management 
Strategic planning 
Bulk air time purchasing 
Acquiring equipment from suppliers 
Equipment supply to VP system design for specific installations 
Service and repair (done with Nokia representative in 
Bangladesh) 
VP operator liaison 
Support for VP operators 
VP Operator billing 
Training 
 
Grameen Bank (GB) Strategic planning 
Credit finance to VP operator 
Paying GT for equipment provided to VP operators 
Usage billing and collection from VP operators 
VP operator’s point of first contact and conduit to GT 
Providing information on the payment record of VP operators 
Conduit for GT correspondence to VP operator network 
 
Village Phone  (VP) 
Operator 
Marketing 
Channel to market of consumers 
End user billing and collection 
Paying for usage to GB / GT 
Providing communication services to the community 
Loan payment to GB 
 
Source: VP operations Manual from Grameen Foundation USA 
3.5.3 Business Competition 
When Grameen Telecom launched its rural service in 1997, Bangladesh was having the 
lowest tele-density in the world. It had only 26 lines for every 1 000 people. Compared to 
other countries in the region it was backward as well. (India: 1.0; Nepal: 0.5; Pakistan: 
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2.1; Sri Lanka: 1.0; Thailand: 2.5). The waiting time for getting a connection was roughly 
10 years (Richardson, et. al, 2000). 
 
It was estimated that for the whole Bangladesh population of 120 million only 400 000 
telephone sets were available. Most of these sets were located in the cities and about 100 
000 were non-functional at any given time. So when VP system came in there was hardly 
any competition at all. Any meaningful competition could come from Bangladesh Rural 
Telephone Authority (BRTA) operating in the north and Sheba operating in the south of 
the country. Both BRTA and Sheba use fixed wireless loop technology, which is cheaper 
to construct than GSM technology used by Grameen Telecom.  
Fig. 4.1 gives an idea of the level of mobile phone competition in Bangladesh in March 
2005. Out of a total subscription of 0.50 million, Grameen Phone has 0.28 million, Aktel 
0.12 million, Bangla Link 0.02 million and City Cell 0.08 million. This clearly shows that 
Grameen still has the competitive advantage over others. But how far the competition is 
active and threatening is matter of conjecture. Only time would reveal it at a later date. 
Fig. 3.1 Mobile Phone Market Share in Bangladesh in 2005 
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Grameen Phone Aktel Bangla Link City Cell
 
                 Source: Grameen Bank Office, Dhaka 
3.5.4 Selection Process 
A VP operator has to be a member of Grameen Bank for at least two years with 
successful track records of business acumen as well as good repayment history. Members 
in the centre (usually 40 members) first jointly decide on the selection of the VP operator. 
Knowledge of English digits along with some elementary mathematical abilities is a must 
for the operators. In addition, they need to have a shop or a house with electricity 
connections. Then the GB Centre Manager sends his/her recommendations to the GB 
Branch Manager. The Branch Manager will forward it to the GB Area Manager who 
finally gets the approval from the GB Zonal Manager. Generally the GB local managers 
recommends a franchisee member on the basis of successful participation in GB micro-
credit activities and who are capable of operating small businesses. Table 3.5 gives 
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Table 3.5 Age, Education Level and Duration of Membership (N=41) 
Duration of 





Less than 1 
year 
14 Less than or 
equal to 25 
years 
05 Up to class 5 14 
More than 1 
year but less 
than 2 years 
07 More than 25 
years but less 
than or equal 
to 30 years 
10 Up to class 
10 
21 
More than 2 
years but less 
than 5 years 
11 More than 30 
years but less 
than or equal 
to 35 years 
13 Intermediate 04 
More than 5 
years 
9 More than 35 
years but less 
than or equal 
to 45 years 
10 Degree 02 
  More than 45 
years 
03   
 
Since 95% of Grameen Bank members are women, VP operators are usually females. 
Sometimes a male member of the family runs the operation but the phone is always in the 
name of the female member of the family. In our study 40 out of 41 respondents were 
females; 15 (37%) were operated by the female members themselves; 24 (58%) were run 
by the husbands of the female members and only 2 (05%) were operated by other male 
members of the family. Table 3.6 gives type of families of the members along with a 
summary of the booths and who runs it. The only male member operator in the study was 
a Struggling (Sangramee) member7.  









Joint family 8 House 10 Self 15 
Unit family 33 Shop 31 Husband 24 
    Others 02 
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Bayes, et. al, (1999) noted in his study that most of the VP operators were quite advanced 
in the fields of literacy, child immunization rates, use of sanitary latrines, drinking water, 
etc. These phone owners were have associations with NGOs and access to electricity as 
well compared to other villagers, mentioned as users in Table 3.7. In this study, it was 
observed that 21 (51%) of the franchisee ladies have studied up to class 10 and 14 (34%) 
have studied up to class 5 only. There were four intermediate levels and two degree 
holders among the respondents. Almost all the respondents use sanitary latrines and drink 
water from tube wells only.  
Table 3.7 Basic Characteristics of Sample Villages 




Member of an NGO (%) 98.0 36.8 
Average years involved with NGO 7.43 5.77 
Children Immunized 80.0 76.1 
Literacy rate 94.0 89.3 
Use tube well water for drinking purposes (%) 100 98.6 
Sanitary latrines 80.0 82.3 
Access to electricity (%) 100 90.2 
Source: Adapted from Bayes, et.al, 1999. 
 
Table 3.8 gives a district-wise list of franchisee members. There is hardly any distinct 
correlation between number of VP franchisee members and population or the area of the 
district. When the researcher asked this question to Grameen officials they admitted that 
they do not have any proper answer to this. But they felt that the presence of small 
business and the activities associated with that is the main driving force for the 
proliferation of franchisee business. This, however, could not be verified with the data 
collected in this research. 
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Table 3.8 District-wise Listing of Franchisee Members  
Region Number of VP Population Area (km.²) 
VP per thousand 
population 
Barisal 
/Patuakhali 2,956 6,135,000 7,299 0.48 
Bogra 9,128 3,981,000 3,888 2.29 
Chittagong  5,074 7,860,000 7,457 0.65 
Comilla  6,055 9,537,000 6,599 0.63 
Dhaka  8,424 15,704,000 7,470 0.54 
Dinajpur 3,695 4,553,000 6,566 0.81 
Faridpur 5,114 6,126,000 6,882 0.83 
Habiganj 2,522 1,757,331 2,637 1.44 
Jamalpur 3,737 3,442,000 3,349 1.09 
Khulna  7,360 5,799,000 12,168 1.27 
Mymensingh 6,437 9,070,000 9,668 0.71 
Noakhali 6,998 5,369,000 5,460 1.30 
Rajshahi 10,196 7,606,000 9,456 1.34 
Rangpur 5,176 9,182,000 9,593 0.56 
Sylhet 4,576 7,819,000 12,718 0.59 
Tangail 2,767 3,425,000 3,403 0.81 
Narayangonj 9,762 2,138,492 759 4.56 
Nilphamari 2,002 1,550,686 1,641 1.29 
Source: population and area from http://www.statoids.com/ybd.html and VP statistics from 
Grameen Office 
3.5.5 Franchisee Income 
During the study it was observed through interviews that the franchisee income has gone 
down over the period. Some members, mainly the late-comers who have joined the 
system attracted by profits, are finding the profitability of the business low in recent 
times. They believe that since Grameen Telecom has come up with such a brilliant idea to 
help them to do a business, it should now come up with an equally great idea to raise 
their incomes again. It’s an absolute reliance on the management to solve their problems.  
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Suphia 8, mother of two children has taken village phone since 2001. She, however, complained 
that initially the business was very good but now too many booths in the locality have eaten up all 
the profits. “This business has become very competitive now. Grameen should stop giving any 
more license in our area”, she said. 
 
But there are some members who are aware of the competitors in the market. They want 
to fight them out with better service and efficiency. These are mainly the long-term 
members of Grameen family. They want Grameen to come up with some more advanced 
offerings like, internet, fax and other services.  
 
Dilwara’s husband runs the show. She9 also agreed that the business has gone down with time. “I 
was the first in this locality to start the VP franchisee in 1998. The earnings were Tk 17,000 per 
month at that time. But now with so much competition I make only around 3,000 per month. I do 
not complain against Grameen Bank. The bank should grow more and only then we can also 
grow with it. GB should start other services along with phone business, like, the Internet so that 
we all can have more opportunities (Aro sujog chai)”. 
 
Razia’s10 son runs the phone in their village. They consider the phone to be a tool to serve the 
community better. “The phone is in my mother’s name. I even take an antenna and the phone to 
houses where the signals are not so strong. The villagers love us so much that they want me to 
stand for the Union Parishad elections. Since I am doing so much good with this phone to the 
villagers they feel I can do much more when I am in politics. This phone has given us all the 
social prestige (samagrik Maryada bare). We are now planning to buy a computer and get an 
Internet. I want to learn it first and then teach it to all the villagers so that we can all get full 
benefit of the technology”, said the son. 
    78
 
In their studies (Burr, 2000) observed that 60% users were males and the rest females. 
This research also found that the females would mainly talk about remittances and health 
issues over the phone (Burr, 2000). But there were certain other benefits as well. The 
booths generally offered a place for chitchat and gossip. These ladies through their ladies 
communications exchanged ideas on various issues beneficial to them. “Ladies feel more 
comfortable to talk in my presence over the phone. They find it very convenient”,said Mamtaz11. 
 
Our study indicated an average income of Taka 2, 500 per month. Table 3.8 gives details 
on the family as well as the franchisee income of the members. There are certain 
anomalies with other studies in the exact income from this franchisee business. It might 
be due to the location of the sites selected for study. This study was on the villages in 
fringe of the capital city Dhaka. Bayes, et. al (1999) did his studies in rural villages. 
According to Bayes, et. al, (1999) average income of an operator was Taka 277 per week. 
But other sources said Tk 2000 per month (Grameen Telecom, 2005). Though in recent 
times the profit has gone down, still on average, each operator earns Taka 2, 500 per 
month. This amount however, is much higher than the average per capita income of 
Bangladesh USD 286. 
Table 3.9 Family Income and Franchisee Income of Members  
Family income, Taka 
per month 
Number Franchisee Income,  Tk per 
month 
Number 
Less than 4 000 10 Less than or equal to 1 000 04 
More than 4 000 but less 
than or equal to 6 000 
14 More than 1k but less than  
2 000 
15 
More than 6 000 but less 
than or equal to 10 000 
06 More than 2 000 but less than  
3 000 
13 
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What Grameen is trying to do is to limit the income potential of its member franchisees 
and spread it to as many members as possible. Earlier most of the members were earning 
as much as Tk10,000 to Tk15,000 per month but now the average income has come down 
drastically. In the month of Jan, 2005 there were only 928 franchisees whose bills were 
greater than Tk 20,000. Sharing income to a wide section of the franchisee members is 
definitely a laudable business model12 as “Grameen’s intention is not to produce a few 
more rich individuals rather to alleviate poverty”, said one Grameen Manager. But 
Grameen is in the midst of competition as well. What happens if competitors do not 
follow this model of shared franchisee business model? Can Grameen still hold its fort, if 
some of its members are allured to earn the original Tk 20,000 income per month by 
joining the competitors?  
 
The revenue stream from the VP business is substantial (Table 3.9). From this table it is 
evident that phone income is a substantial amount compared to other family incomes. 
This definitely has improved the status of these women, particularly in family and social 
decision-making. In most of the cases, the women were using the phones so the argument 
that men are controlling the phones was not found. Table 3.10 gives idea on the zone-
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as percent of 
family 
income 
1 45 60 10 Joint 12 2.5 20.83% 
2 30 48 4 Unit 8 4 50.00% 
3 35 24 4 Unit 5 2 40.00% 
4 32 24 5 Unit 5 2 40.00% 
5 27 36 4 Unit 5 2 40.00% 
6 38 14 10 Joint 8 2 25.00% 
7 35 26 5 Unit 5 2 40.00% 
8 35 60 4 Unit 3 1 33.33% 
9 32 60 4 Unit 10 3 30.00% 
10 30 36 4 Unit 10 2 20.00% 
11 33 60 5 Unit 12 4 33.33% 
12 35 10 8 Unit 7 2.5 35.71% 
13 40 14 14 Joint 12 4 33.33% 
14 30 10 3 Unit 4 1.5 37.50% 
15 36 10 4 Unit 12 4 33.33% 
16 30 60 5 Unit 5 2 40.00% 
17 28 20 5 Unit 15 3 20.00% 
18 30 6 4 Unit 1.5 1 66.67% 
19 24 4 12 Joint 15 4 26.67% 
20 24 3 5 Unit 3 1.5 50.00% 
21 22 48 3 Unit 4 2 50.00% 
22 22 6 12 Joint 5 2.5 50.00% 
23 35 60 3 Unit 3 2 66.67% 
24 32 48 4 Unit 5 2.5 50.00% 
25 27 8 4 Unit 5 4 80.00% 
26 50 60 3 Unit 3 1 33.33% 
27 37 20 14 Joint 12 2.5 20.83% 
28 37 10 4 Unit 4 1 25.00% 
29 25 10 3 Unit 5 2 40.00% 
30 50 48 6 Unit 5 2 40.00% 
31 38 26 8 Unit 5 2 40.00% 
32 34 60 4 Unit 10 3 30.00% 
33 33 6 14 Joint 20 3 15.00% 
34 26 60 8 Joint 15 4 26.67% 
35 36 36 2 Unit 3.5 3.5 100.00% 
36 50 10 4 Unit 5 2.5 50.00% 
37 37 26 5 Unit 6 3 50.00% 
38 33 36 5 Unit 4 2 50.00% 
39 35 24 3 Unit 5 2.5 50.00% 
40 37 12 8 Joint 12 3 25.00% 
41 29 3 4 Unit 15 4 26.67% 
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“Grameen is still the leader in this business in Bangladesh. Competitors will never be 
able to come up to that point. We do not consider that as our threat at all”, was the 
prompt reply from one of Grameen’s officers. Not quite satisfied with this reply, the 
researcher asked every single franchisee whether they have any plans to leave Grameen 
and join the competition. The answer was a bold ‘no’ from all the respondents.  
Table 3.11 GB Zone wise Distribution of bills (Highest bill, average bill and others 
(28/12/2004 to 27/01/2005) 





















Chittagong 29694 5363.82 266 3876 504 57 
Comilla 31024 5371.80 319 4413 598 38 
Noakhali 83666 5043.28 419 5255 585 20 
Bogura 32210 5231.67 523 7077 799 64 
Khulna 37936 6451.27 294 5262 1157 75 
Potuakhali 28000 5471.39 122 2374 290 10 
Rangpur 23397 4522.20 328 4387 257 16 
Rajshahi 42019 4469.52 876 7780 562 41 
Narayanganj 49795 6904.21 430 6706 1425 363 
Dinajpur 27592 5147.07 136 2892 254 8 
Nilphamari 21694 4499.60 139 1602 113 1 
Dhaka 28074 5025.70 569 6500 745 44 
Mymensing 42274 4903.38 425 4892 436 50 
Faridpur 29901 6127.57 382 3680 760 48 
Jamalpur 23779 4652.67 206 3044 218 17 
Sylhet 30625 5795.47 282 3303 599 44 
Tangail 29132 5974.79 128 2051 314 15 
Hobiganj 28849 5318.33 233 1768 275 17 
  Total  6077 76862 9891 928 




Grameen Telecom in Bangladesh has introduced telecommunication in the rural sector 
through a novel idea of shared resources, whereby mobile phones are being used in a 
manner similar to PCO arrangements. Grameen Bank, a pioneer in micro-credit along 
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with its subsidiaries offers this unique method of providing universal access to the rural 
people in Bangladesh. Studying Village Phone (VP) system in isolation may not yield 
proper results. The whole franchisee business model has been meshed with the already 
popular Grameen Bank micro-credit system. The VP system works as an owner-operated 
pay phone but membership is restricted to Grameen Bank members only. And though 
there is no initial cash payment or collateral deposition from the members, the selection 
process demands some elements of trust inculcated over the period of last 30 years to its 
franchisee members. Village phone system has certain additional advantages as well. The 
profits from urban sector in this process are transferred to the rural sector, which its 
competitors cannot do (Richardson, et.al, 2000). The whole process is more of a 
comprehensive in nature, which offers certain income generating opportunities for rural 
women. Adopting new technology targeting women as the main beneficiaries is an 
important achievement in Grameen Village Phone system, which policy makers 
elsewhere might consider while incorporating similar systems to other parts of the world. 
 
 
                                                 
1 The VPP system can be compared with a similar PCO project in Chile. In the 1990s telecom reforms in 
Chile, driven mainly by private sectors had the rural areas largely neglected. The reasons were obvious: 
High cost of service, low revenue potential, lack of strategic interests to the operating companies. But the 
government initiated a Telecom Development Fund, supported from national budget to foster additional 
private investments in pay-phone service in the rural areas of Chile. Within the period of 1995 to 2000, it 
would provide pay-phone services to more than 6,000 rural locations with about 2.2 million population. 
This project brought down the population living without voice communications further 15% in 1994 to 1% 
in 2002. The subsidy cost to the government was only 0.3% of the total telecom revenue during the funding 
period (Wellenius, 2002). There were five operating companies providing rural communication in Chile 
with the government giving a one time subsidy. Unfortunately, none of the companies are making any 
profit in this whole arrangement. Now if these private companies walk out after the 10 year lock-in period, 
there would be a serious crisis in this whole rural communications project. The government might have to 
pull in additional public money to salvage the situation then. This Chilean experience is an eye-opener as 
how government subsidy should be handled in bringing universal access to the developing countries. 
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2 Grameen Phone (GP) was funded by the International Finance Corporation, Commonwealth 
Development Corporation and the Asian Development Bank (totaling US$ 50 million). In addition, 
Norway’s Telenor, Japan’s Marubeni Corporation and USA’s Gonophone contributed another US$ 55 
million. GP also received a US$ 10.6 million loan from Soros Foundation (Cohen, 2001). Initially the share 
distribution was like, Telenor (51%), Marubeni (9.5%), Gonophone (4.5%) and the rest was with Grameen 
Phone (Bayes, 1999). 
 
3 But Grameen Telecom has an edge in telecom service in rural Bangladesh. They are the pioneers in the 
field and they gain lot of advantage due to the ‘technology lock-in’ effect. Additionally, BRTA and Sheba 
have some problems in getting interconnections to BTTP, the incumbent service provider. This hampers 
them to get connections to fixed line phones mainly in urban areas (Burr, 2000). 
 
4 Unlike Grameen Telecom, which uses GSM technology, Sheba and BRTA use Wireless Local Loop 
(WLL) infrastructure. The problem with GSM towers is that it can reach only up to 5 km distance while 
WLL towers have a range of 50 km. So in WLL less number of towers is required to cover any particular 
area, which definitely brings down the cost for WLL technology. But in GSM technology a client is passed 
from one tower to another seamlessly while WLL has problems with this. As a result, if mobility is 
concerned GSM is preferred while WLL is a better option if price is a concern. The VP operators generally 
offer their services mainly as fixed line operators but later they might find it useful when mobility will be 
the major concern (Burr, 2000). 
 
5 Global System Mobile (GSM) is a de-facto mobile phone standard in Europe and in many countries in 
Asia and Africa. In North America mobile phones use two other standards: TDMA (Time Division 
Multiple Access) and CDMA (Code Division Multiple Access). According to estimates by GSM 
Association (www.gsmworld.com) the current user base for GSM subscribers worldwide is 200 million. 
The corresponding figure for CDMA is 35 million. Grameen Phone’s nationwide cellu lar5 service is based 
on GSM technology. Its base stations are strategically located throughout Bangladesh to provide 
continuous mobile phone coverage along major routes between various urban areas. 
 
6 Some scholars feel that GSM technology is not the right selection for future Internet and data 
transmission services. WLL offer better opportunities. In fact, Grameen’s pilot project on Internet service 
was experimented on BRTA’s WLL service for dial up Internet access to Dhaka. This failure of GSM for 
upward compatibility with high bandwidth Internet service may be a future bottleneck for Grameen 
Telecom. The WLL systems of the competitors might bring in some synergy for all the operators to form a 
conglomerate in future when handling high Internet traffic would be a major issue. 
 
7 These are street beggars whom Grameen has inducted as a VP operator with zero interest loans. Instead of 
begging they offer the phone set to people to make a call and help them to earn money with dignity. During 
the study he had made Tk 1200 for the first three months. There were four such members in total VP 
system as on March 2005.  
 
8 Suphia Khatoon (Age: 30; Married; Education: class 10) was interviewed on March 23, 2005 at Savar 
village under the zonal office of Dhamrai near Dhaka, Bangladesh. 
 
9 Dilwara Begam (Age: 32; Married; Education: class 10) was interviewed on March 24, 2005 at Garpara 
village under the zonal office of Manikgunj near Dhaka, Bangladesh. 
 
10 Razia Begam (Age: 34; Married; Education: class 5) was interviewed on March 22, 2005 at Balia village 
under the zonal office of Saturia near Dhaka, Bangladesh. The son also participated in the interview. 
 
11 Mamtaz (Age: 29; Married; Education: degree level) was interviewed on March 2005 at Kaligunj village 
under the zonal office of Gajipur near Dhaka, Bangladesh. 
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12 This income re-distribution, however, has not affected Grameen financially.  
Suppose, at any point of time there were X franchisee members with an average bill amount of Tk Y.  
Then, total revenue earned by Grameen is Tk XY. 
Now, if there are  (X + x) franchisees now with average bill of Tk (Y – y) 
Then, total revenue earned now is Tk (X + x) (Y – y). 
As long as (X + x) (Y – y) more than XY, Grameen is not losing financially. Putting real value to this 
equation we can further justify this statement. In addition, Grameen gets a Tk 8,000 to Tk 12,000 loan 
deposit from every new franchisee member. 
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    Chapter 4 
 




ICT facilities have certain definite roles to play in the economic development of a rural 
sector. It not only gives the poor villagers an opportunity to earn their living but also 
initiates a series of side effects beneficial to the community. These are new economic 
activities, like, new business methods, new client-servicing techniques and other value 
added propositions coming up in the rural sector. It is, therefore of paramount importance 
to study the changes in the attitudes and behaviour of these rural entrepreneurs; their 
social relations in their families and also with the outside world. People neglected and 
marginalized all these days suddenly find themselves equipped with some elemental 
bargaining power. There are quite a good number of instances during the survey in the 
research where the village people found the VP system a welcome reprieve in their 
regular hardships. It has also been observed that the Village Phone offered benefits like 
efficient communications during natural disasters and stronger kinship bonding and 
improved law enforcements in the villages of Bangladesh. This chapter would discuss 
some dimensions of the major social impacts of the Village Phone system in rural 
Bangladesh. 
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4.2 Change of Status of VP Operators  
4.2.1 Empowerment of Members  
Though intra-household power relations were not the main focus of the study but with 
minimal interactions with the franchisee women no major controversy was evident. One 
member said that she was initially completely dependent on a male relative who had 
cheated her and gave only small fixed money and took away the lion’s share. When she 
learned it she has taken full control now and operates the phone herself. “I was an 
absolute fool to believe one of my relatives. He used to give a fixed amount and took 
away all the cream. When I came to know about it, I kicked him out”, said Rasheda1. 
 
Since the phone is not a cash loan but an in-kind loan, it cannot be used as a capital for 
other business or riskier enterprises, which gives rise to controversies later. During my 
discussion with the office people of Grameen, it was found out that one phone was used 
by underworld people for some mysterious activities. It generated a billing of Tk 228,335 
in five days. The controlling group in Grameen Headquarters when detected it 
disconnected the line immediately. The case is pending now. That lady has to pay this 
amount but how she would pay it is a matter of concern for everybody. 
 
In the survey 38 (93%) respondents stated that their family members, mainly their 
husbands help them in this business. Grameen officials confirmed this. “We have no 
objection if the husbands or the sons help these women in running the business. But the 
phone will always be in the name of the lady”, said a Grameen official. This is only to 
safeguard that the women are not thrown out of the official earning mode. While actual 
empowerment of women was not possible to ascertain within this short fieldwork but this 
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definitely shows that there is an earning potential for the franchisee women through new 
technology. The research shows some ind ications on how women with certain 
technological interventions can get some opportunities to generate an income and even 
their husbands accept this income as a contribution in the family. 
 
Interestingly, not a single franchisee member among the 41 respondents surveyed for this 
research has ever failed to repay their weekly dues. All the respondents have confirmed 
that they never failed to return the loans, which was cross verified with the Grameen 
officials. “Telecom is a profitable business and if the intentions are not malicious, there 
is hardly any reason to fail in this business” said one Grameen Manager. “Grameen has 
done so much for me and my family. Why should I cheat Grameen?” said one lady. “I 
would rather die than not to pay my dues to Grameen”, commented another member. 
 
Grameen has also been able to teach these village women the operation of the handsets 
quite well. In general people confirmed that operating the phone is not difficult. Almost 
30 interviewees (73 %) said they had no problem in learning the operation for running the 
phone. Only 10 respondents (24 %) said that they had some initial problems in learning to 
operate the mobile phones. 
 
While studying the decision making patterns of the respondents for family expenditure it was 
revealed that 26 (63%) agreed that they take their own decisions for small expenses; 10 (25%) 
said they consult their husbands in every expense; and 5 (12%) said they have no say in major 
expenses.  
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There had been instances where the VP lady was the sole earner in the family. She had to 
meet her ends with the VP income only. A widow franchisee member2 depends 
completely on the VP income. She manages to spend Tk 750 every month on her 
daughter’s education. “I have no other income. Education (Sikhsa) makes a real person. 
It is all the more important for village girls. My daughter should get the best of education 
possible”. She is constructing a new room in the homestead. “I am planning to start a 
small grocery shop, so that people can buy stuffs when they come to use the phone here”.  
Figure 4.1 gives an idea of the franchisee members’ role in decision making related to family 
expenditure.  
 












Take minor decisions Consults husbands Take no decisions
 
 
A major issue in the Village Phone system in Bangladesh is the theft of hand phones. 
These village women are quite naive and there exists some groups who have formed a 
gang to deceive these women and steal their phones. Grameen office disclosed that there 
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were about approximately 500 lost cases reported every month. Out of the 41 
respondents, the researcher could get only two members whose phones were stolen from 
the shops. Grameen official confirmed that there is a racket going on for some time now. 
They come in groups of four or five in a car, request for the phone, posing as a customer 
and then rush outside and drive away in their cars. Grameen so far has not been able to 
stop it. But they are in discussion with the authorities. The members have to report the 
theft to the police and get a new SIM card from Grameen at her own cost.  
4.2.2 Potential Users of VP System 
In this study the researcher was trying to understand the user base through the eyes of the 
VP members as they saw them. Bulk of the phone use, according to VP members was 
financial remittances and business related. Most of Bangladesh’s foreign workers send 
their money back home is through some unofficial channels. So a phone is a dire 
necessity for this purpose. “But when they talk about money, it does not stop them from 
talking about family matters as well”, said one member. 
 
It has been reported in an earlier study, “single most important variable in relation to 
phone use is whether or not a household has a family member overseas” (Richardson, 
et.al, 2000: 24). There is no general consensus on this subject and it was full of locational 
behaviour. In one case a lady confirmed that there is a local girls’ college where the 
students use the phone maximum, may be for their academic reasons or may be for 
personal gossip. This lady also said that when there are incoming calls she would send a 
rickshaw puller straight to the ladies hostel to even fetch the girl. It’s a wonderful synergy 
among the rickshaw puller, VP lady and the girl users. They all combine to complete a 
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job and satisfy each one’s need through this phone. This lady was very proud that these 
college girls call her “Aunty”, a term showing lots of respect in Bangladesh society. 
 
One lady said she has taken the phone with the expectation that a garment factory is 
coming near their house and the phone will be in great demand then. It has been seen that 
garment factories which are the industries involving huge number of people has a 
tremendous impact on phone usage. International usage is more in the interior parts of the 
villages rather than on Dhaka fringes. This may be due to the fact that interior villages 
have less jobs or business opportunities and people mainly migrate from interior villages 
rather than from urban centres.  
 
Richardson, et.al. (2000) has already found out direct correlations between phone use and 
family members staying overseas. Families with at least one member staying abroad 
would tend to use the phone more than families having no members abroad. While this 
research has no direct measure of this correlation, franchisee members reported that 
foreign calls form a major part of their business. 
 
Ranking wealth and phone usage was a tricky area but Richardson, et.al. (2000) has 
suggested that there definitely is a strong correlation between phone use and average 
monthly income of the users. Almost 90% of families with average income more than Tk 
4,000 or more had used a phone while only 40% of households had used a phone with 
average income less than TK 4,000. 
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Who is using the phone and what is the main purpose for this use? Richardson, et.al. 
(2000) had an observation that 78% of non-phone users in his study said that they had no 
one to call. This is an important observation. If there are no financial matters like 
remittances then rural people do not have much to talk about. So does it mean that in 
order to make a village phone programme viable there has to be some financial activities?  
 
Village phone programme saves its users both time and money at the same time. 
Consumer surplus gained in this programme has been measured elsewhere and it is quite 
substantial (Bayes, et.al, 1999). One Grameen manager is confident, “Village phone is a 
viable business proposition. With time, people will use it more as a habit”.  
 
Richardson, et.al. (2000: 29) has collected an interesting piece of information on rural 
PCOs in different countries, which is reproduced below. 
 
· In the state of Andhra Pradesh, India there is a savings of 2.5 to 5.5 times the cost 
of a telephone call. 
· In Philippines, savings of 20 times the cost of phone calls is reported. 
· In Egypt, around four times the revenue paid to the operator is saved. 
· In Kenya, the savings is 10 times the cost of business calls. 
· In Thailand, savings of 2.6 times the cost of phone call is also reported. 
· In Tanzania, there is a loss of 25% annual growth in business organizations 
without telephones. 
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· In Uganda, an estimated benefit of $ 500,000 per year is provided to agricultural 
cooperatives using phones. 
 
Richardson, et.al,  (2000) has suggested that male operators can stop female users and in 
the process might obstruct universal access to women. But the reverse statement is also 
true. Too many female VPs might stop male users to frequently use the VP facilities. 
Grameen officials were not much bothered with this problem. “We want to have a 
uniform mix of male and female operators though only females are entitled to become 
owners. The users will decide where to go based on their personal preference and 
choice”, said one Grameen Manager. 
4.2.3 Gender Analysis  
Out of the total Grameen Bank borrowers, 95% are women. They lack the collateral to 
borrow from conventional banks. All VP operators are Grameen Bank members. They 
have to participate in various programmes on literacy, health and hygiene advice, family 
planning and other activities as part of the micro-credit programme. GB still claims that 
they have 97% repayment of loans. 
 
The degree of mobility of women is part of a woman’s empowerment in a patriarchal 
society. As a matter of custom women in Bangladesh do not prefer to seek paid 
employments due to certain socio-cultural norms. But Grameen and other agencies have 
been successful in changing this mind set. Women can make good use of economic 
opportunities if they get some minimal support. It is the lack of employment 
opportunities that is the hindrance (Hashemi, 1996). Table 5.1 shows some main 
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occupation types of both males and females in Dhaka City itself. The research was 
mainly concentrated on the outskirts of Dhaka. So Table 4.2 gives an idea of the 
occupations generally available and how the VP programme is an extension of the 
economic opportunities for the said people in Bangladesh. 
Table 4.1 Various Occupations in Dhaka City, Bangladesh 
Occupation Type* Male, % Female, % 
Rickshaw puller 33.3 0 
Other transport labourer 11.4 0 
Garment factory worker 5.1 31.6 
Housemaid/domestic servant 0.1 27.4 
Hawker/street trader 6.8 5.8 
Manual labourer (including brick breaker and earth digger) 8.6 12.4 
Crafts worker/ skilled manual worker 9.2 1.1 
Shop owner/shop worker 8.6 3.5 
Messenger/sweeper 4.1 3.1 
Cook/food producer/restaurant worker 2.3 4.7 
Other factory worker 1.5 0.7 
Landlord 0.5 0.7 
Rickshaw owner/scooter owner 1.9 0.4 
Beggar 1.0 0.9 
Other 5.5 7.7 
(N) 781 452 
* In cases where the individual performed more than one job, the main occupation is defined in terms of the 
occupation, which the individual performed on most of the days in the past month (Salway, 2003: 885). 
 
It has been reported elsewhere that women’s mobility, their participations in public 
campaigns and protests, owning productive assets and making purchasing decisions are 
some of the attributes which indicate women’s empowerment (Hashemi, et. al, 1996). In 
this study the phone franchisee programme also supports these aspects of women’s lives 
in Bangladesh. The VP programme is a step beyond the minimalist programme. It 
acquires access to negotiate and control positions in the household. They maintain some 
level of control over their assets and incomes.  
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So bringing the phone is not enough unless the ladies are allowed to freely move around 
to execute the call connections. Interestingly, this researcher did not come across any 
such situation where the women have complained that they had any bitter experience of 
going out. But in many instances the ladies said that when the calls come at night, they 
send male members outside. But most of the booths located in the markets were run by 
the male members of their families. 
 
The VP programme is definitely not the final step in fighting gender subordination. 
Raising consciousness or organizing platforms for women’s rights are important issues in 
any rural movement but shifting the source of income in favour of women is definitely a 
step in the right direction. “Grameen is not a political organization. It is only a 
development initiative, an intervention into the lives of the rural women”, said a Grameen 
manger.  
 
In most of our survey the researcher has noticed that phone income contributes 
substantially to the family income. It was observed that family members were 
cooperating in this work. So, these women, however small in their numbers, were not left 
out of the family structure and there was some genuine cooperation from family members 
as well. 
 
Almost 85% of the women interviewed confirmed their social status had improved. The 
remaining 15% however said that there was not much perceived difference. “People show 
lot of respect to me now. I am a local girl (married to the same locality). People in this locality 
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love me and want to see me happy. They all help me in this phone business. They come to me and 
not go to other booths. I also give them credit when they not have money for calls”3. 
 
“I was an ordinary woman in my locality (para) before. But now people recognize me and show 
lot of respect. They wave to me on the streets. The school children call me ‘auntie’ when they 
come here to use the phone”4.  
 
Rich customers who used to lend these women money and clothes in times of needs now 
come to their houses to use the phones. This has been a drastic change in rural 
Bangladesh. Anjumanar Begam5 replied, “People now invite me in their celebrations (dawat 
deye). They give a stool to me to sit and now I can talk with all the respected ladies in our village. 
People call me as phone didi (sister). Some of the ladies are quite curious to know how I run the 
whole business and they also want to become Grameen Bank members now”. 
 
As a result, many women prefer to flock around these franchisee members and their 
phones creating a sort of friendship among the local women. They exchange views on 
many issues and discuss common matters of interest. Some of the members were quite 
proud that local women now allow them to express their views on various issues. “In our 
weekly Grameen meetings we learn many important issues in life. The non-members 
sometimes ask us about those issues. We explain to them. These knowledge give us good 
positions in society”, said Manohara Begam6. 
 
There is definite increase in social status of these women. Many of them said that 
previously people never bothered to call them in their festivals (utsab). But now they call 
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us (dawat deye). They even consult these ladies for various matters. The house, in which 
the booth is located, is a good meeting place for all the local ladies. Bayes (1999) has 
confirmed that these women become the centres for many discussions and happenings. 
Our research also confirmed that their popularity and the added factor of increased 
income put these women in higher social status (Bayes, et. al, 1999).  
 
But this phone business is a 24-hour job. How do they mange it? Do you find it 
inconvenient when people come to your house at odd hours? “Not the least”, replied 
Manohara, “Customers bring business with them. Whatever little inconvenience is there 
can be managed. After all, it brings money”. 
 
4.3 Benefits of VP System 
4.3.1 Business Development Facilitator 
Right market information at the right moment is important in any business. A phone 
serves this purpose quite well. One of the members7 narrated her own experiences of how 
one of her customers had benefited through this VP programme: 
 
“A lady comes here every month and talks to some money changers in Dhaka over the 
phone. She would always bargain with these brokers as she verifies the prevalent rates 
from different brokers and then settles on one rate. That lady thanks me profusely every 
time she comes to my booth because without this phone she had so many problems 
before. Earlier she had to visit all these money changers at Dhaka before fixing the rate. 
But now she can compare different rates and bargain before deciding a deal”. 
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Manohara Begam8, a 35 year old married lady has been a franchise member since five years said, 
“I have many fixed customers in the area. Many people from foreign countries call me to convey 
messages to my customers. I have developed a very good relation with people around because I 
always bring them good news of money from abroad”.  
 
The husband of one of the members9, seemed well-connected to local political power said, “The 
phone business is more of a goodwill business for me. Many people come to the shop to use the 
phone and that helps me to socialize with all of them”.  
 
There are quite a good number of instances during the survey where the village people 
found the VP system a welcome reprieve in their regular hardships. Bayes, et. al (1999) 
commented that for the villagers, the village phone offered benefits like improved law 
enforcements, efficient communications during natural disasters, and stronger kinship 
bonding. 
 
In some earlier studies on the Village Phone programme there were certain confusions on 
the nature of the telephone calls made by the villagers. When people talk over 
international lines for remittances of foreign currency they also talk about family and 
domestic matters. So there is hardly any scope to differentiate between ‘a social call’ and 
‘a business call’. But it goes without saying that the VP programme acts as a tool for a 
substantive facilitator in the remittance and exchange process, so vital for the rural 
economy in Bangladesh. 
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Ismail runs the phone business on behalf of his wife10. He has a shop selling hardware. He takes 
the phone always with him in the shop. “It gives me an income of around Tk 1,500 per month. My 
family income is around Tk 10, 000 per month. I have some grain stock business also. I find the 
phone very useful in that business. Whenever there is any variation of price in the city I get the 
news first and decide to sale grains based on these information. I cannot live now without the 
mobile phone. Most of the outgoin g calls are business related from my booth. People in retail 
business use the phone mainly for delivery schedules. They also enquire prices from different 
suppliers, compare and then buy. The phone is a good advantage for our business (beyabsaye 
khub subidha hoye)”.  
 
Manzoor also operates the phone business on behalf of his wife11 said, “Earlier all bazaar people 
had to go to Dhaka to select a good, bargain in different shops and then procure. It was very time 
consuming and costly too. Now we can bargain finalize the order on the phone itself. This saves 
both time and money. If few of our friends can organize the delivery schedule then we can save a 
lot of money on the delivery itself”.  
 
Mamtaz12 was quite optimistic about the business. She has taken the phone in anticipation of 
some business prospect. “A new garment factory is coming up in our locality. This phone will be 
a great business when this factory starts. In anticipation I have taken this phone”.  
 
In a rural setting, marketing of service providers for ICT is also important. Traditional 
marketing methods applicable in urban areas are not suitable in the rural areas. Social 
transmission of information is the main source in the rural marketing. Generally Grameen 
print some leaflets and distribute in the market places. All booths will have a prominent 
name board also displayed outside the shop or the house. People are also considering 
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some additional services to be bundled along with this VP system. The researcher has 
seen people using a fax machine or a photographic shop or a hardware shop along with 
phone business. According to some Grameen officials men would use the phone more in 
the market place and women use it more in the home-based VP systems.  
4.3.2 Strengthening Community Ties and Channels of Information Flow 
The VP system apart from giving a steady income to the franchise members also offers a 
good opportunity to mix with the people. “So many types of people come to use the 
phone and they have all sorts of needs and requirements”, said one member. This 
mingling gives these women an idea about the whole world about which they had hardly 
any ideas before. One lady immediately on learning that I was from Singapore said, 
“Your country code is 0065. I have customers who call to Singapore regularly”. 
Singapore has about 30, 000 migrant workers from Bangladesh. “Is it true that the whole 
country is only the size of our Dhaka city?” was another question shot out by one lady. 
“But how do you live in a country where you have to buy even the drinking water from 
other countries?” The ladies were aware; the Village Phone has opened the doors for 
them to knowledge.  
 
Yunus strongly believes that credit creates the social power and the institutions associated 
with such credits are socially quite important. When this institution decides to do 
business with only the rich it creates a ‘financial apartheid’. “When it announced that the 
poor are not creditworthy it was almost pronouncing death sentence on the poor for no 
fault of their own” (Yunus, 1998: 4) 
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Fathema Begam13 has an association with Grameen Bank for more than 22 years. She is the head 
of a family of 14 members. After her husband deserted her she came back to her parents’ house. 
She has her parents, three brothers, their wives and their five children. She takes pride in doing 
the phone business all by herself. “I do it myself and take no help from others even in the family. I 
had no problem in learning it and could pay all my dues in time from the very beginning”. 
Recently, she had lost the phone along with some ornaments from the house in a theft. She was at 
GB office to change the SIM card when the researcher met her.  
 
Manohara14 was quite forthright in her expressions about village phone. “Village phone is not 
only a business but something more than that. People feel that I am doing them great favour by 
bringing information about their distant family members. They can talk to their relatives with this 
phone, which was not possible before. They all love me. They also want to be nice with me. I am 
sure they will offer their support when I would be in trouble”. 
 
Anjumanara Begam15 feels that Grameen is a source of great strength as well. “It is a great 
strength to be together. In our weekly meetings we discuss each others’ problems and try to solve 
them together. It is a great feeling in those meetings. It always reminds me that I am not alone in 
this world”. 
 
Bayes, et. al. (1999) call this as expansion of knowledge. With knowledge comes a level 
of confidence. That was evident all throughout the survey. These lady members were 
quite aware that they were doing something, which had attracted international attention. 
“So many Sahebs (male foreigners) and Memsahebs (lady foreigners) come to our village 
to see how we operate the phones. Grameen has put the country back on the world map 
(Vishwa Manchitra). Mujib Saheb (Sheikh Mujibur Rahman, founder leader of 
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Bangladesh) did it in 1971 with mukti juddho (freedom struggle in 1971) and now Yunus 
Saheb is doing it again through Village telephones. Allah sends people to guide us”, said 
Feroza Begam16.  
The Grameen Telecom’s Village Phone system is a simple technological intervention 
through which some straight forward community participation was observed. Future 
research may investigate how far this participation can be utilized to measure social 
cohesion or social capital. 
4.3.3 Change in Lifestyle  
Micro-credit has created self-employment opportunities. According to Prof. Yunus, it has 
been able to generate a “steady movement of people from poverty to non-poverty, 
improvement  in housing, sanitation, nutrition, education, child mortality, women 
empowerment, etc. At least 7 million poor families in Bangladesh have access to micro-
credit. At least, Tk 5, 000 crore is disbursed each year as micro-credit. In a country where 
conventional banking is stuck with Tk 20, 000 crore in overdue loans, micro-credit sector 
has created a financial service with near 100% repayment rate” (Yunus, 2002: 7). 
 
It had been confirmed by scholars (Rahman, et. al, 1993) that per capita income of 
average Grameen Bank members was about 59% higher in 1985 than that in 1982. 
Grameen Bank members also had 15% higher per capita income than non-Grameen Bank 
members. Bayes (1999) had shown that the VP ladies had higher income than the average 
per capita income of Bangladesh. Higher income is always associated with higher 
spending. All these justify a buoyant force creating a dynamic interaction in the local 
market. What is important is the level of consciousness in the spending habits of these 
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ladies. Grameen also organizes occasional workshops on nutrition, hygiene, healthcare 
etc. With UNICEF, Grameen Bank had promoted hand tube wells to its members. They 
also distribute alum to its members to make sure that these women along with their 
family members drink proper water. 
 
In 1982, almost 84% of Grameen Bank members had spent Tk 341 on average on 
healthcare issues. In 1995, an average of Tk 345 was spent by 94% of its members. This 
shows the spread of healthcare consciousness among Grameen bank members. The per 
capita expenditure on education increased from Tk 51 to Tk 121 between 1982 and 1985 
(Rahman et. al, 1993). 
 
These ladies are no push overs. They know what they are doing and they are quite proud 
that they are living a meaningful life. “We recite our 16 charters in every weekly meeting 
together. We must follow every bit of it in our daily lives as well”, said Rashida17. Every 
single member confirmed that they use tube well waters for drinking. They have proper 
latrines in their houses. “We eat lots of vegetables and fruits these days. It keeps us better 
and get more energy to work (Bhalo thaki ebong shakti paye). They have all developed a 
level of health and hygiene consciousness18 for which they are really proud of.  
4.3.4 Change in Social Positions  
Many of the Franchise members confirmed that the phone has brought them more respect 
in society these days. From almost a zero identity these ladies are getting a special 
identity in their own localities19. They are all better known to the people in the locality. 
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“Most of the local people call me phone didi (elder sister). I was selling saree before 
from house to house but no body called me saree didi at that time”, said Rashida.  
 
Telephones in the villages of Bangladesh have a different level of respect. It was only the 
elites who had some access to telephones before. Grameen brought it down to these poor 
people. “Many of the rich man’s wives come to me and lament (dukho kore), I wish I 
could also learn to operate the phones like you” (Ichcha kore aamio ekta phoner bayebsa 
kori). This improved social status gives a new meaning to the lives of these women. One 
member explained that many of the local women whose husbands are working abroad 
come to them and use the phone. But sometimes they do not have the money to pay on 
the spot. “I give them credit. If I do not help her who would? (Dhar diya sahajya kori)” 
was a bold assertion.  The Village phone has helped these women to find some meaning 
to their lives. They feel important in society. 
 
Manohara Begam20 was quite candid in her expressions. “Some of the local educated women are 
jealous of my status now. They come to my house and wonder (abak hoye) how I can manage this 
phone! How can an illiterate woman do a business! We are educated but we have no income. We 
always have to ask for money from our husbands to buy anything. But you can spend money on 
your own. (Kemon sundar nijer rojgar khorcha koro)”. 
 
Razia Begam21 was equally vocal. “People now respect us. They call us for any discussion. We 
have the opportunity for suggesting our views (motamoter sujog). This phone has changed our 
life completely. We are grateful to Grameen for all that”. 
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Hasina Begam22 explained how social status of the members has improved with this phone 
business. “With the phone our social status has improved so much that we are now invited in rich 
people’s houses for any celebration. In most of the local issues people now consult us and we get 
opportunities to speak in front of others. I could not dream about these things before. When you 
have money people listen to you. This phone has given us both money and prestige (ijjat)”.  
 
Manohara Begam further explained how Grameen has changed her mindset. “I never got the 
chance to study. My parents did not allow me to go to school after class 5. My brothers went to 
school. I got married quite early and have two daughters and a son. I’ll make sure that my 
daughters get all the opportunities to study as much as they want. GB has taught us that both 
sons and daughters are equal. To run a family successfully the girls have to be educated too”. 
 
The ratio of consumption to income (C/Y) and the ratio of durable goods and income 
(Dur/Y) have been studied empirically by Strober (1980). A high C/Y ratio can in turn 
create higher employments and/or increase pressure on price. In our study most of the 
women (85%) wanted their children to get better education and medical facilities, 
indicating there is potential for increased employments if more school and hospitals are 
opened. But majority of the respondents (89%) also said that they have bought TV sets 
with this enhanced income. This material consumption might also put pressure on the 
prices of consumer goods till such time a critical mass is attained for mass consumption 
and mass pricing. It would be interesting to see how with time an ICT development 
project can trigger purchasing power of individuals in a rural society. 
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4.3.5 Aspects of Poverty Alleviation  
It is a common perception that to end poverty is to create employment. But Yunus 
(1997a: 5) believes that, “real eradication of poverty begins when people are able to 
control their own fate. Therefore, it is not work which saves the poor, but capital linked 
to work. That is how the whole concept of Grameen Village Phone evolved. Small micro-
credits formed the tiny economic engines among the conventionally rejected human 
beings. And these tiny economic engines started to grow and slowly could take the 
responsibility of the national infrastructure of a country with 140 million people”. 
 
The members were quite eager to discuss about their solvency in their families with the 
phone income. Some of the village ladies23 were quite forthright on this issue. “The phone 
business has brought (sachchalata) to our families. Society (Swamaj) has changed so much now. 
Even the poor can dream now. Our childhood (chelebela) was very tough. I wish I could go back 
in 10 years to enjoy these opportunities”. 
 
Fathema Begam24 echoed similar sentiments. “In my childhood I had typhoid once and was 
left in the house without medicines for three months. But now the children get so much better 
attention. They go to doctors even for running nose. We have tutors coming to our house for the 
nephews. We spend Tk 200 per month on Tuition. I took my first loan (Tk 2500) from Grameen 
Bank for rice husking; then went on to take loans for buying cows and other stuff. Now has a 
House loan for Tk 30,000”. She finally concluded, “After seeing my nephews in the house, I wish 
I could get one more opportunity to study again. I wish I could work in an office like many of the 
urban girls”.  
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4.3.6 Coping with Rural Power Structure  
Bureaucracies associated with development in Third World countries generally link development 
and growth together. Most of the aid methodologies are also designed to attain early growth. This 
definitely develops infrastructure but not the productive capacity of the poor people. Yunus 
(1994: 3) said, “Tax payers in the donor countries must make it plain to their aid officials that 
their money should go straight for the reduction of poverty as part of a global effort, with clear 
time-table, to make this planet completely free from poverty”.  
 
From various informal discussions with village people, Grameen Bank and Grameen 
Telecom staff members and franchisee ladies it was observed that Grameen Bank does 
not have any agenda to come into direct political limelight. But they are party to many an 
eroding power structure in rural Bangladesh. So far they have been successful in 
overcoming these hurdles but time will tell us how long they can maintain their apolitical 
nature. Some of the Union Parishad members in the villages the researcher visited felt 
threatened to Grameen’s popularity. It is certain that the Grameen Bank members are not 
voting based on the allurements of politicians or village elites. They decide based on their 
group decisions. This is threatening for these political people. 
 
Fathema Begam had some bitter engagements with the rural elites when she started the 
village phone business more than five years back. “Initially there were some social problems 
in this business. The elites in the village complained to my brothers that it is not proper for ladies 
to go out to people and borrow money. They tried some tricks also to create some rift in our 
family. But I was firm and got support from GB managers. They talked to my brothers and 
assured them”.  
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But on the face of it everybody seemed to take pride in the well organized activities of 
Grameen. And on many occasions they preferred to be part of their activities in order to 
avoid alienation. The powerful elites backed by their political counterparts have been 
slightly marginalized. Feroza Begam25 joined the VP system five years back. Got her arrears 
cleared within two years. Initially the income was around Tk 5 000 but now it is about Tk 2000. 
“But I am very happy with this business. The phone income is almost 50% of my family income. 
The elites (Matabbar) did not like a lady to do this business. But now they all come and use my 
phone. They have no choice left. I can make out that they are not happy at this change of things. 
But Grameen Bank has made all these possible”. 
 
Hasina26 summed up the issue quite well. “There are still some elites who do not come to my 
house for making phone calls. I take the phone to their houses. It does not matter to me. I am 
doing an honest business. Let him be happy with his ego. There was a time when I took money 
from them to run my family. But now things have changed. We have a regular source of income 
through the phone. Yes, they are jealous of me. People come to my house to use this phone. They 
thank me for this service. I have a status now in society because of this phone”.  
4.3.7 Patriarchy and a “Booth of One’s Own”  
Generally women’s household labour is being exploited by other male members present 
in the family (Walby, 1996). But in this research it was observed that all the male 
members were aware that the mobile phone in the VP system was in the name of the 
woman member of the household, either the mother or the wife who had to be a member 
of Grameen Bank for some period of time. So the source of income in this system has a 
tag attached to it. Interestingly, the tag in Grameen VP system happens to be in favour of 
    108
the poor women in the community. This can be well compared to the idea of giving 
permanent land rights to women to be self-sufficient in life (Agarwal, 1994). While the 
two concepts are not the same but still offering some ownership right to these poor 
women helps them to earn their living is a meaningful contribution in the economic 
activity of the women in Bangladesh. 
 
Most of the franchisee ladies were from a very poor background. But with commitment, 
diligence, hard work, risk acceptance and intelligence they have come up the social 
ladder. They have a social status comparable to others in their surroundings. The 
husbands and the husbands’ families are also realizing that getting involved in business 
by the women is nothing wrong. Slowly this cultural shock is evaporating. “My husband 
did not like it first. But now he and his mother are with me in the phone business. 
Grameen Bank has won them slowly”, said on member. 
 
A male member of a family runs the phone booth on behalf of the lady member27. That person 
had no hesitation in saying, “The phone gives us some extra income. I am unemployed and sit in 
the shop most of the time. It is due to Bhabi (sister-in-law) that we could do this business. I am 
grateful to her for this sujog (opportunity).  
 
Walby (1996) suggests that the State generally has a bias for Patriarchal interests in its 
policy and actions. But 95% of Grameen Bank members were women and 40 out of this 
research of 41 respondents were women too. The State has not raised any objections or 
been able to institute any level of interference to this count. The illiterate village women 
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were functioning exactly the way any modern franchisee business would have done with 
ICT gadgets.  
 
Though male violence is an individualist attribute difficult to access but apparently 
people, both husbands and wives, were quite happy with the job they were doing in the 
VP system. Some husbands expressed their pride while elaborating how the VP system 
has changed their family’s social status. Some of their comments were: “Wealthy people 
now invite us (dawat) in their functions or people now call us for Saleshi (decision 
makings) in the para (locality)”. 
 
Can these women control their earnings? Income in the VP system is dependent on the 
number of calls the customers make from one station or booth. The women have to be 
helpful to their customers but the rest depends on the urgency of making a call by the 
neighborhood. Also in the rural villages of Bangladesh wife’s income is seldom separate. 
They prefer to have a common pool in the family. But still some of the ladies confirmed 
that they had bought some land or other commodities with the telephone income. Some 
of the ladies expressed satisfaction at the way their husbands co-operate with them in the 
phone business. One member commented, “My husband helps me a lot in this business. After 
evening he sits with the phone in the house and manages all the customers”. 
 
One of the respondents’ husbands had been to Malaysia for three years and returned with the 
money and opened a small photo studio in the local bazaar. He has taken GB loan (Tk 10,000) in 
his wife’s name to start this shop. The phone is an additional income source in his business. 
While talking about children’s education, he frankly replied, “I had a Madrasah education. But 
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I’ll never want my son to go to the Madrashas. We have decided that our son should go to a 
government school. The world is changing so fast and we should not put our son back in his 
education”. 
 
Finally, does this employment increase her control on other domestic and social areas? 
The research I its own humble manner has witnessed improved educational status. It has 
been researched elsewhere that participating in Grameen Bank had positive and 
significant impacts on the family decision-making (Aimon, 1993) as well. This research 
also observes that women have some improvements in the family decision-making with 
the VP system.  
 
One respondent28 was quite frank on the issue of education for her daughter. She confessed, “I 
would like my son to do higher education, if possible. But for my daughter I would not like her to 
go beyond graduation level. She has to be educated to get a good husband and run the family in a 
meaningful manner. But my husband does not like women to go out and work in offices. She 
allows me to do this job because it can be done from the house”. 
4.3.8 Service Providers as Agents for Rural Development 
ICT facilities had double edged role in the economic development of a rural sector. First, 
with this VP system village women got an opportunity to earn their living. It had been 
estimated that the average earning of VP franchisee was more than doub le the national 
per-capita income of Bangladesh. Second, ICT proliferation in the rural environment 
brought in lot of economic activities establishing new business methods, client-servicing 
techniques and other value added propositions unheard of before. As a result, proper ICT 
facilities in the rural sector had wide ranging impact on social and economic 
    111
developments. Changes in the attitudes and behaviour of rural entrepreneurs; social 
relations between men and women and changes in the ways of doing busine ss were 
observed in this survey. People being aware of different market prices were much better 
equipped to bargain.  
 
Grameen Bank provides all the necessary financing for starting this business for rural 
village women. It has been a major issue throughout the world for poor villagers to have 
the initial capital for running any business, not to mention a top notch ICT business. 
Grameen has solved this global problem wonderfully. Grameen Bank has given them the 
initial loans for starting the business. In this research all the franchisee members 
confirmed that they never had any problem in returning the phone loan. They returned 
their weekly amount on a regular basis. It is therefore a matter of trust and co-operation 
between both the parties that is important in such business propositions. When scholars 
talk about initial push to come out of poverty this might be an interesting observation that 
by strong control in lending and receiving money can raise the self-respect of individuals 
who in turn, on their own, will return the borrowed money. “I’ll never cheat Grameen Bank. 
They have brought me up from my poverty. I’ll rather die than cheat Grameen Bank. People are 
jealous of our family now. But all Bank members are with me and I have no fear as long as I am 
with Grameen Bank”, was the bold reply of one of the senior franchisee members. 
 
Though there were instances in other Grameen Bank lendings about failure or 
controversies in repayment, the VP system has been a spotless activity in this regard. 
From day one the franchisees start making money and with little effort the whole 
business model can be a great success. “I will never cheat Grameen. People will call bad 
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names (Durnam Hobe) in the locality. How can I live with bad names in a society?” was another 
equally impressive submission. 
 
Importantly, there is no typical qualification needed to be a VP franchisee member. Level 
of education, standing in the community, entrepreneurial capability or any such criteria 
did not come in the way in selecting a VP franchise member. Only Grameen Bank 
membership for two years with some sense of commitment to the Grameen cause was the 
main criterion for the selection. One Grameen Bank manager told the researcher, “The 
whole business model is quite full proof. People with some integrity and dedication can 
do it”. 
 
Grameen VP system has come where there was no ICT business at all. This is a clear 
indication that ICT business scope is always present in a society. The demand and 
willingness to use and adopt ICT as part of one’s life and business is more of a matter of 
habit. They initially take time to learn it but once they start getting the advantage of ICT, 
there is no going back in using it. There is some confusion now on the number of 
franchisee members in a locality. There are some complaints among members that too 




In most of the poverty alleviation projects it is customary to measure success through 
some empowerment yardsticks. But studying the access to opportunities along with the 
controlling mechanism of the benefits of improved income is an equally important aspect 
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of rural development studies. The village phone being a non-cash initiative differed from 
conventional cash subsidy arrangements. The individual members had to work hard to get 
the benefits. In some of the cases the family members had to share the burden of the 
workload to make the project successful. The VP system offers the access to negotiate 
and control positions in the household. The individual members maintain some level of 
control over their assets and incomes. It has been observed that phone income contributes 
substantially to the family income.  
 
There is a general consensus that wealth and phone usage go hand in hand but it is not 
always the rich who use it only. A telephone is a social tool and people start using it only 
when economics of using it is viable. Interestingly, in the market place it is the men who 
would use the phone more. Women use it more in the home-based VP systems. Higher 
income is always associated with higher spending. All these justify a buoyant force 
creating a dynamic interaction in the local market. What is important is the level of 
consciousness in the spending habits of these ladies. 
 
It would be interesting to see how with time an ICT development project can trigger 
purchasing power of individuals in a rural society. The Village Phone though not a 
solution for all its problems is only an attempt in fighting poverty in own humble manner.  
Most of the franchisee ladies were from a very poor background. But with commitment, 
diligence and hard work, they have come up the social ladder. They have a social status 
comparable to others in their surroundings 
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Community participation of these ladies has improved with the Village Phone system. 
People now show respect to these members for offering services, which they otherwise 
could not have availed.  ICT proliferation in the rural environment brings in lot of 
economic activities establishing new business methods, client-servicing techniques and 
other value added propositions unheard of before. As a result, proper ICT facilities in the 
rural sector have wide ranging impact on social and economic developments as well.  
                                                 
1 Rasheda Begam (Age: 35; Married; Education: class 10) was interviewed on March 23, 2005 at a Savar 
village under Dhamrai Zonal office near Dhaka, Bangladesh. 
 
2 Fathema (Age: 36; Widow; Education: class 10) was interviewed on March 21, 2005 at Gajipur village 
under Gajipur Zonal office near Dhaka, Bangladesh. This, however, was an isolated case where the lady 
had no other income and had to depend solely on the phone business. But Grameen generally prefer 
franchisee members who have a small shop in the market or where the house is located in some central 
position. 
 
3 Suphia Khatoon (Age: 30; Married; Education: class 10) was interviewed on March 23, 2005 at Savar 
village under the Dhamrai zonal office near Dhaka, Bangladesh. 
 
4 Rasheda Begam (Age: 35; Married; Education: class 10) was interviewed on March 23, 2005 at a Savar 
village under Dhamrai Zonal office near Dhaka, Bangladesh. 
 
5 Anjumanara Begam (Age: 30; Widow; Education: class 5) was interviewed on March 22, 2005 at 
Dhamrai village under Saturia zonal office near Dhaka, Bangladesh. 
 
6 Manohara Begam (Age: 35; Married; Education class 5) was interviewed on March 22, 2005 at Dhamrai 
village under Saturia zonal office near Dhaka, Bangladesh. 
 
7 Hasina Begam (Age: 37; Married; Education: class 10) was interviewed on March 22, 2005 at Dhamrai 
village under Saturia zonal office near Dhaka, Bangladesh. 
 
8 Manohara Begam (Age: 35; Married; Education class 5) was interviewed on March 22, 2005 at Dhamrai 
village under Saturia zonal office near Dhaka, Bangladesh. 
 
9 Nurjahan (Age: 27; Married; Education: class 10) was interviewed on March 24, 2005 at Dhakuli village 
under the zonal office of Manikgunj near Dhaka, Bangladesh. 
 
10 Feroza Begam’s husband Ismail (Age: 40; Married; Education: class 10) was interviewed on March 22, 
2005 at Dhamrai village under Saturia zonal office near Dhaka, Bangladesh. 
 
11 Razia Begam’s husband Manzoor (Age: 34; Married; Education: class 5) was interviewed on March 22, 
2005 at Balia village under Saturia zonal office near Dhaka, Bangladesh. 
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12 Mamtaz (Age: 29; Married; Education: degree level) was interviewed on March 21, 2005 at Kaligunj 
village under the zonal office of Gajipur near Dhaka, Bangladesh. 
 
13 Fathema Begam (Age: 45; Widow; Education: class 5) was interviewed on March 14, 2005 at a 
Grameen Bank’s Head Office at Dhaka Bangladesh. 
 
14 Manohara Begam (Age: 28; Married; Education: class 5) was interviewed on March 22, 2005 at 
Dhamrai village under Saturia zonal office near Dhaka, Bangladesh. 
 
15 Anjumanara Begam (Age: 30; Widow; Education: class 5) was interviewed on March 22, 2005 at 
Dhamrai village under Saturia zonal office near Dhaka, Bangladesh. 
 
16 Feroza Begam (Age: 36; Widow; Education: class 10) was interviewed on March 24, 2005 at Garpara 
village under Manikgunj zonal office near Dhaka, Bangladesh. 
 
17 Rasheda Begam (Age: 35; Married; Education: class 10) was interviewed on March 23, 2005 at a Savar 
village under Dhamrai Zonal office near Dhaka, Bangladesh. 
 
18 In fact, one of the lady franchisee members offered me a plate of grapes and apples when I went to her 
house for the interview. This is not very common in rural Bangladesh as very few people can afford to buy 
fruits. 
 
19 The rickshaw puller when learnt that I was looking for a local Grameen phone lady, took me immediately 
to Nurjahan’s house and grinned, “You should have told me early that you wanted to go to Nurjahan didi’s 
house.”) 
 
20 Manohara Begam (Age: 28; Married; Education: class 5) was interviewed on March 22, 2005 at 
Dhamrai village under Saturia zonal office near Dhaka, Bangladesh. 
 
21 Razia Begam (Age: 34; Married; Education: class 5) was interviewed on March 22, 2005 at Balia village 
under Saturia zonal office near Dhaka, Bangladesh. 
 
22 Hasina Begam (Age: 37; Married; Education: class 10) was interviewed on March 22, 2005 at Dhamrai 
village under Saturia zonal office near Dhaka, Bangladesh. 
 
23 Feroza Begam (Age: 22; Married; Education: class 8) was interviewed on March 22, 2005 at Dhamrai 
village under Saturia zonal office near Dhaka, Bangladesh. 
 
24 Fathema Begam (Age: 45; Widow; Education: class 5) was interviewed on March 14, 2005 at a 
Grameen Bank’s Head Office at Dhaka Bangladesh. 
 
25 Feroza Begam (Age: 22; Married; Education: class 8) was interviewed on March 22, 2005 at Dhamrai 
village under Saturia zonal office near Dhaka, Bangladesh. 
 
26 Hasina Begam (Age: 37; Married; Education: class 10) was interviewed on March 22, 2005 at Dhamrai 
village under Saturia zonal office near Dhaka, Bangladesh. 
 
27 The family member of Saraswati Rani (Age: 38; Married; Education: class 10) was interviewed on 
March 24, 2005 at Dhakuli village under Manikgunj zonal office near Dhaka, Bangladesh 
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28 Suphia Khatoon (Age: 30; Married; Education: class 10) was interviewed on March 23, 2005 at a Savar 
village under Dhamrai Zonal office near Dhaka, Bangladesh. 
 
 





Bangladesh is one of the poorest countries in the world. In the field of 
telecommunication, virtually the whole country lacks the proper connectivity necessary 
to fight and come out of this poverty. The Village Phone, initiated by Grameen Bank 
through its subsidiaries Grameen Telecom is to tackle this problem in a unique model of 
universal access in telecommunication through shared resources. The Village Phone 
serves two basic purposes in rural Bangladesh. First, it promotes economic development 
in general by helping both individuals and businesses to improve on their efficiency level 
through voice communications. Second, it promotes social and economic status of 
franchisee members who operate the Village Phone business. There are far-reaching 
consequences of voice communication in today’s world. Effective connectivity reduces 
obstacles for doing business not only within the country but with the rest of the world as 
well. The study also documented that information and communication technology (ICT) 
proliferation in rural Bangladesh has brought in lot of economic activities establishing 
new business methods, efficient client-servicing techniques and other value added 
propositions unheard of in rural Bangladesh before.  
 
The analysis and discussions presented in all the earlier chapters finally lead us to the 
conclusion that telecommunication infrastructure plays a major role in the overall 
development of rural areas. It brings in not only effective methods of communicating but 
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also offers new opportunities, which result in empowerment of the people. The Village 
Phone is an example of offering universal access to poor people in Bangladesh. The 
project is unique because it is a deviation from conventional subsidized initiatives. In 
many of the developing countries subsidized telecom projects have failed to be 
sustainable. But in Bangladesh, the rural poor have been brought into a franchisee model 
of business, which ultimately paid its dividends. 
 
The Village Phone system challenged certain existing mindsets and beliefs. Like any 
other country in the Third World, telephones in rural Bangladesh were considered to be a 
rich man’s tool only. The poor thought it was unaffordable. But when used on a shared 
basis this modern technology offered certain interesting observations. People, including 
the poor, found a mobile phone beneficial both economically and otherwise. In 
businesses, however small, people slowly realized that communication and connectivity 
to the right people at the right time brings in better results. 
 
People prefer to talk over the phone for all the ir business dealings rather than going there 
physically. Some of the users have commented that the mobile phone gives them 
opportunities to bargain better with their clients. This in turn is affecting the middlemen 
who would find it difficult to do business now. The Village Phone has brought in some 
levels of transparency, which was not available all these days in Bangladesh. This lack of 
knowledge on part of the poor is a serious constraint in most of the developing countries. 
An affordable technological development, like the telecommunication, definitely makes 
certain positive impacts to such malaise in our society. 
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The availability of mobile phones through the Village Phone project works particularly in 
favour of the poor, majority of whom were isolated from the network of the advantaged 
class. The study has also enumerated some of the major socio-cultural benefits as well. 
The ownership of modern gadgets by the relatively poor section of the population raises 
the social status of the individuals. Many of the Village Phone franchisee members 
opined that their social status has improved with this business. Some even mentioned that 
they feel more assured in life now. The empowerment of these women when viewed in 
the lights of capabilities or exchange entitlements goes in the long run to challenge 
poverty. The study also finds that with the availability of mobile phones through this 
Village Phone system, people are trying to maximize its usage, which in turn would result 
in some overall betterment of society.  
 
· The study states that telecom has got some productive ideology attached to it. It is 
not only for the rich but it can help the poor as well. If rural development and 
poverty alleviation are the major issues for policy making then telecommunication 
should never be ignored. The Village phone may be one such project where this 
rationale has been well coordinated. So, policy makers may take note of it. 
 
· The management style of the Village Phone has been able to inculcate elements of 
pro-poor orientation to the whole project. In Bangladesh, like most other 
developing countries, benefits of modern gadgets have mainly gone to the rich 
and the influential in society. As a result, throughout the world digital divide is a 
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menace today. The Village Phone is a deviation in that line of action. The shared 
resource with distinct tilt for the poor is worthy of noting in this project. 
 
· Finally, the Village Phone has a gender dimension worthy of discussion. The 
study shows that officials confirm that they generally do not mind about who 
operates the phone but the ownership of the phone has to be with the women 
members always. As a result, the modern developmental tool becomes a source of 
income for the rural women, who otherwise remain unemployed due to lack of 
proper opportunities. 
 
It is equally important to note that the Village Phone system is not an initiative in 
isolation. Grameen Bank’s (GB) existing infrastructure offered it the right support for it 
to unfurl. All the franchisee members are members of GB. They have already been tested 
with their integrity and commitment towards sharing resources. Policy makers may find it 
interesting to note that existing successful rural development projects in other parts of the 
world may also offer similar support to telecommunication initiatives.  
 
Also, the whole business model of Village Phone system could have been much easier if 
village elites and wealthy businessmen were involved in the franchisee selection process. 
Then the rich would have got another opportunity to monopolize the technology 
depriving the poor. Franchisee business based on deposited money is less risky but it fails 
to deliver the push necessary for poverty alleviation. Importantly, in the VP system there 
was no typical qualification needed to be a franchisee member. It has been observed that 
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traditional and conventional franchisee business favours the rich. Had Grameen opted 
that route the extent of digital divide would have increased further. But in selecting a 
Village Phone franchise member level of education, status in the community, 
entrepreneurial capability or any such criteria did not come in the way. Only Grameen 
Bank membership for two years with some sense of commitment to the Grameen cause 
was the main criterion for the selection. Through its own micro-credit system Grameen 
has built up a client base among the poor in Bangladesh and the VP system was 
structured around that human capital. This is a unique experimentation whereby a 
technology initiative is planned around an existing social infrastructure.  
 
The issue of unemployment and under-employment is a major concern for policy makers 
in Bangladesh. Reports suggest that the labour absorption potential in agriculture for 
Bangladesh is very low. In view of this it is of paramount importance to consider the 
rural non-farm activities as an important sector in employment generation and income 
earning opportunities. The Grameen Village Phone is definitely an important endeavour 
in this direction.  
 
It had been observed that the mobile phone market in developing countries was 
predominantly urban. The high density of high- income subscribers in urban locations 
justifies the ROI (return on investment) on modern cellular technology. Recently it has 
been observed that service reliability and ease of getting the connections have prompted a 
huge number of middle-income urban users to switch on to mobile phones. In countries, 
like Bangladesh, where fixed- line telephone systems remain still dominated by state 
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monopoly, waiting time for fixed- line phones is horrendous. As a result, cellular phones 
often become a suitable substitute for fixed- lines.  
 
Like most other developing countries fixed- location telephone service, popularly known 
as public call offices (PCOs) operating through tele-shops, tele-kiosks or multi-purpose 
tele-centres could have been the right choice to offer universal access in Bangladesh also. 
Studies have shown that PCO model of rural telecommunication is commercially viable 
for both the franchisee as well as the service provider. But in Bangladesh, majority of the 
PCOs are located in urban areas only due to lack of connection facilities in the rural 
sector. The mobile alternative which functions wireless, therefore, became a better 
alternative for reaching out to the village poor.  
 
The Village Phone system has the potential to contribute to the economic regeneration of 
the rural sector in Bangladesh.  
 
· First, with this VP system village women get an opportunity to earn their living. It 
has been estimated that the average earning of VP franchisee member is more 
than double the national per-capita income of Bangladesh. It has been also 
observed that other members of the families have lent their helping hands to these 
ladies in successfully doing the business. Women can make good use of economic 
opportunities if they get some minimal support. It is the lack of employment 
opportunities that is the hindrance and policy makers can definitely take a note of 
it. 
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· Second, the VP proliferation in rural Bangladesh enables certain new economic 
activities based on new business methods, efficient client-servicing techniques 
and other value added propositions generally not very common in a rural 
environment. As a result, proper ICT facilities in the rural sector have wide 
ranging impacts on social and economic developments. Changes in the attitudes 
and behaviour of some rural women; social relations between men and women 
and changes in the ways of accepting new technologies in doing business were 
observed in this research through the interview of some franchisee members of 
Village Phone system. The general consensus after interviewing the respondents 
was that being aware of different market prices gave an individual a better 
position to bargain.  
 
Improving overall efficiency and growth along with better delivery of public services and 
creating new resources for employments are some of the projected results of ICT 
projects. Poor access to communications networks between developed and developing 
countries as well as the rich and the poor in individual countries poses the greatest 
challenge to universal access. Technological developments along with all its various 
innovations in making access to communications network are becoming affordable to 
bridge digital divide. Cheaper digital equipment, convergence between telecom and 
computing and business innovations like, payphone and virtual telephony are becoming 
increasingly available today where fixed- lines have failed to connect the people earlier. 
In order to bridge this ‘market efficiency gap’ different countries are trying with different 
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programmes. But the ‘access gap’ still remains with certain groups of people in every 
society who cannot be reached through commercial telecom initiatives. Grameen Village 
Phone with its shared resource concept is a venture to minimize this access gap only. 
Community participation of the ladies has markedly improved with the Village Phone 
system. People now show respect to these members for offering services, which they 
otherwise could not have availed so far.   
 
Grameen Bank provides all the necessary financing for starting this business for rural 
village women. It has been a major issue throughout the world for poor villagers to have 
the initial capital for running any business not to mention a top notch ICT business. 
Grameen has solved this global problem wonderfully. The loans offered by Grameen 
Bank for starting the business have been a great help in building this franchisee business 
model targeting the poor women in Bangladesh. All the franchisee members confirmed 
that they never had any problem in returning the phone loan as telephone is a lucrative 
business. It is therefore a matter of trust and co-operation between both the parties that is 
important in such business propositions. This is an interesting observation that if business 
proposals are commercially viable and sustainable then the initial push to come out of 
poverty becomes an easier option. Control in lending and receiving money can also raise 
the self-respect of individuals who in turn, on their own, will run the business 
competitively and return the borrowed money as a gesture of self respect. 
 
Finally, it would not be out of place to mention here that geographical conditions are 
more suited to the mechanism through which the Village Phone has developed. The base 
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station costs, if protected from natural disasters, is expected to decline and should have 
long-term benefits to the users. It is a relatively inexpensive method of offering universal 
access to information resources to the poor communities in Bangladesh so far excluded 
and isolated from the developments of voice communications. It has been observed in the 
study that these poor people are capable of taking advantages of information and 
knowledge through the Village Phones to augment their status and strive for better living 
in future. In many of the villages in South Asia universal literacy is still a distant dream, 
but the Village Phones should offer voice communication through wireless hand phones 
to the people who need to be part of the information revolution of the present age. What 
is fundamentally important for the rural poor is not a part of the society represented in a 
chat room of some advantaged few but rather a democratic chorus of voices of divergent 
views. And ICT with all its modern technologies is ideally suited to offer this opportunity 
to the developing world. 
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